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OR gas conservation, the importance of a reliable gas pres- 
F sure regulator is today emphasized more than ever. Gas 
companies and gas service operators always endorse the use 
of dependable regulators, for natural as well as Butane-Pro- 
pane and bottled gases. The country over, they are advising 
their customers as to the effective use of all types of gas 
fuel, and avoidance of waste. Barber Gas Pressure Regulators 
are effective gas-saving devices, and you can safely recom- 
mend them to all consumers, either for installation on indi- 
vidual appliances, or on the service supply line. 


Barber Regulators are quality built throughout, with bronze bodies, brass 
working parts, phosphor bronze springs. Diaphragms are free from shrink- 
age, non-deteriorating, highly flexible. For Butane-Propane or bottled 
gases, especially treated diaphragms are supplied. Advise the use of 
Barber Regulators on all appliances which you install or sponsor. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 
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An Efficient 
work-bench 


RIZBAID Tristand, Chain Vise 





Portable 
Tristand 
Vise 


@ This roomy Tristand 
folds up snugly, carries 
easily, sets up solid any- 
where you need it. Screw- 
down feet and ceiling brace 
if you want them. Lots of 
space for oil can and dope 
pot, plenty of slots to hang 
tools. It has a pipe rest and 
3 handy pipe benders—and 
an efficient vise with safe 
LonGrip jaws, easy on pol- 
ished pipe: Buy it for easier 
work — at your Supply 


“House. 

















* WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S.A. 
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W: were naturally interested in the broad 
4-point program for postwar business 
prosperity which Henry A. Wallace released 
recently, a few hours after his designation as 
the President’s choice to become Secretary of 
Commerce. It is clear that the Wallace pro- 
gram envisions a much wider scope of activ- 
ity for the Department of Commerce than 
merely looking after the welfare and sound- 
ness of what we used to call the nation’s busi- 
ness. 


EspECIALLY noteworthy to public utility in- 
dustries is Mr. Wallace’s fourth point, which 
states: “Sound governmental programs for 
river authorities, irrigation works, etc., which 
by their very nature increase opportunities for 
small business, must be worked out.” It seems 
reasonably clear from this that Mr. Wallace 
would be disposed to throw the entire weight 
of the Commerce Department—with its con- 
trol over the vast lending and spending op- 
erations of the RFC—behind a program of 
public works. 


Doust.ess, public works programs general- 
ly stimulate various kinds of private business. 
Indeed, it would be almost impossible to spend 
millions and millions of dollars without stim- 
ulating some kind of business, small or 





ERNEST R. ABRAMS 


Missouri river folks are taking stock of how 
green is their valley. 


(Sree Pace 201) 
FEB, 15, 1945 


the Editors 


otherwise. But we suspect, from past perform- 
ance, that what Mr. Wallace has in mind is 
not going to stimulate anything in the way of 
security for the private electric power indus- 
try; that it is quite likely to stimulate cheap 
electric competition in some areas for the gas 
business; and that tax-exempt codperatives, 
rather than private business, big or little, will 
be likely to get the best breaks on the result- 
ing benefits. 


THE very fact that it is the RFC which 
would make more than a half-billion loans to 
the Rural Electrification Administration, and, 
perhaps, more funds for a Rural Telephone 
Administration, indicates that the Secretary 
of Commerce as controller of the RFC purse 
strings would be in an ideal position to do 
more than merely talk about such things. 


THIs is a new and broader conception of 
stimulating “free enterprise among _business- 
men” (which is the objective of Mr. Wallace’s 
third point). For its counterpart in the field 
of labor regulation, it suggests the possible 
appointment of Sewell Avery, dispossessed 
president of Montgomery Ward, as Secretary 
of Labor, with a program to promote “free 
labor” through the suppression of closed shops 
and other restrictive collective bargaining con- 
ditions. Needless to say, this is only idle specu- 
lation along lines of an obviously indicated 
parallel. We are confident that no such de- 
velopment will take place—at least in the Labor 
Department. 


¥ 


GFEAKINe of river valley developments, we 
still have very much before us the proposal 
repeatedly endorsed by President Roosevelt 
to set up a Missouri Valley Authority. The 
opening article in this issue by Ernest R. 
ABRAMS, well-known business and _ financial 
writer of New York city, explores the Mis- 
souri Valley Authority proposal and comes up 
with some interesting conclusions. One thing 
that impressed us in reading over Mr. ABRAMS’ 
contribution is the vast extent of the proposed 
quasi autonomous regional authority and the 
dissimilarity between the fairly cohesive char- 
acter of the Tennessee Valley Authority, on 
which the proposed MVA _ is_ reputedly 
modeled, but which occupies only a small frac- 
tion of the suggested MVA geographical area. 


ApMITTeDLy, there are differences in busi- 
ness economy and customs between east Ten- 
nessee and west Tennessee, Alabama, Missis- 
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ley Steam Generating Unit Furnishes Steam 
t Pennsylvania Edison’s New 31,250-kw. Unit 














Actual Efficiency—89.77% 
Guaranteed Efficiency—88.51% 


A comparison of actual performance with guar- 
anteed performance when operating at 277,841 
lbs. per hr., 940 Ibs. pressure, 900°F. 


Guaranteed Actual 
Total Steam Temp. 900°F. 900°F. 


Temp. Water to Economizer 417°F. 453°F. 
Temp. Water to Boiler 441°F, 487°F. 
{ Temp. Gases Leaving Boiler 800°F. 800°F. 
, Temp. Gases Leaving Air Heater 304°F. 308°F. 
Temp. Air Leaving Air Heater 580°F. 622°F. 
| Overall Efficiency 88.51% 89.77% 








Unit fired by 3 No. 5 Riley Pulverizers 
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KER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 









This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





8 PAGES WITH THE EDITORS (Continued) 


sippi, and the other regions of the TVA oper- 
ating area.’ But surely: they come nowhere 
near the vast diversity of such items as can 
be. found in an area stretching from the 
Canadian border above Montana and the Da- 
kotas to southern Missouri and Kansas. From 
the tree-shrined Ozarks to the bare scrag bush 
country of Montana and the Dakota badlands 
is a pretty wide jump, with lots of different 
people and businesses in between. Only a Texan 
could fail to be impressed by such a vast ex- 
panse of different kinds of geography. 


> 


HE other day the newspapers throughout 

the country were intrigued by the pro- 
vision made in the recent radio spectrum al- 
location proposals of the Federal Communica- 
tions Commission for “citizens’ radio com- 
munication service.” This special channel of 
460 to 470 megacycles would be laid aside for 
civilian walkie-talkies, whereby the farmer’s 
wife could call the boys plowing in the “back 
forty” in for dinner by merely sending a radio 
message which would be intercepted by a little 
antenna rigged up on the tractor, and a 2-way 
communication thereby established. Other sug- 
gested uses for this interesting civilian service 
were department store delivery trucks (whose 
operators would be able to keep in touch with 
the central office), a physicians’ calling service, 
ae: hunting, and exploring parties, and so 
orth. 


It seems to be assumed by the news writers 
that the FCC dream of giving the. deserving 
citizens their own walkie-talkies to play with, 
might be realized on an economical basis 
through the release of surplus walkie-talkies 
which the armed services are now using in 
combat operations, but which would not be 
needed after the war. Unfortunately, this 
pretty dream is shattered when we note that 
the frequency assigned would be far out of 
operating reach for any of the walkie-talkie 
equipment now used by either Army, Navy, 
or Marine Corps. 


FurRTHERMORE, it would probably cost as 
much, if not more, to redesign and rectify 
Army walkie-talkie sets to operate on the 460- 
470-megacycle range as it would be to manu- 
facture one in mass production specifically 
designed for such operation. So, in addition 
to a shattered dream, we still have the un- 
answered question: What are the armed serv- 
ices going to do with their thousands of walkie- 
talkies when all the shooting is over? 


As long as no frequencies are assigned for 
them they are a potential radio highway traffic 
hazard. Illegal operation of them might wreck 
a television program or FM radio broadcast. 
A junk heap and a real wrecking job woiild 
seem: to be indicated. This is just one of the 
many surplus property ‘disposal’ problems and 
headaches that Uncle Sam is facing when the 
shooting is over. In this issue (beginning page 
210) T. N. Sanopirer, Washington profes- 


FEB, 15, 1945 


T. N. SANDIFER 


The government hopes to avoid a surplus 
property deluge. 


(SEE Pace 210) 


sional business writer, sketches the outlook for 
postwar policy on disposal of surplus utility 
equipment. 


e 


opert M. HyAtt, writer of aviation articles 

now living in Hollywood, California, calls 
our attention to the commercial transport pos- 
sibilities of the glider train (beginning page 
219). The very subject matter recalis the time 
we were fortunate enough to witness an ex- 
hibition of towed gliders during a recent war 
bond rally in the nation’s capital. We .were 
talking to the glider pilot (yes, gliders do have 
pilots, as you will see from Mr. Hyart’s ar- 
ticle) and he always referred to the glider by 
the nickname of “Josephine.” We were aware, 
of course, from our comic strip research, of the 
bomber pilot’s penchant for giving his plane 
an odd name. But this glider pilot seemed to 
refer to every glider as “Josephine.” 


WE asked the significance of this. It turned 
out that “Josephine” was neither a ‘wife nor 
sweetheart, pin-up girl, mascot, etc. It was 
taken from an old, old song, the opening lines 
of which go, “Come, Josephine, in my. flying 
machine, Up we go}; up we go.” We waited 
around a while until the motors started up and 
at the given signal, we are glad to report, 
Josephine certainly took off in grand style 
without mishap. 
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ositive Proof 


a nates 
~ ACME 

... Of Accuracy 

HIS black-and-white record is positive proof to in- 

telligence officers that the bomb range was figured 

rately, that the air raid was profitable. 


ositive proof of figuring accuracy in your business also 
we profit value. You must know the figures are right... 
BB only the Printing Calculator gives you a record of all calculations. 


heck the Printing Calculator’s tape as it figures increase and decrease. At the top it 
pares monthly sales, finds a $2387 increase, divides it by the prior month’s sales — 
258, and reports a 21% increase. The lower problem computes monthly profits and 
orts a 12% decrease. See...a printed record proves all factors, assures complete accuracy. 


he all-purpose Printing Calculator is the ONLY machine that prints as it multiplies, 
ides, adds and subtracts. There’s no copying from dials nor proving the answer... 
) know you're right the first time. This saves minutes, nips errors. 


0 specialized training is needed with the keyboard of only 10 numeral keys. The 
plified operation induces a natural touch system, and even your inexperienced clerks 
re easily and accurately from the very beginning. 


/ ' 


he Printing Calculator daily benefits business by rais- 
speed and accuracy levels in statistics, billing, payrolls 
tall other figure work. Let it benefit YOU. Ask your 
rest Remington Rand office for a demonstration today, 
write to us at Buffalo 5, N.Y., for the free booklet TOPS. 


The Printing Calculator is available on WPB approval, to 
belp conserve manpower, raed warwork, maintain nec- 
sary civilian economy. Talk it over with our representative. 


BUY AND KEEP WAR BONDS 
The only PRINTING calculator with automatic division 
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“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We must not continue to handicap business and then ; 


charge it with being unable to provide jobs.” 


¥ 


“Unwise. government policies or excessive demands by | 
labor can prevent business from providing a maximum of - 
employment despite its best:intentions. All groups in the” 
economy share a responsibility for jobs, not business” 


” 
alone. 


5 


“The doctrine of separation of powers is fundamental in” 


our constitutional history. Our traditional system of checks 
and balances is seriously impaired when the same adimin- 
istrative tribunal regulates, legislates, adjudicates, exe- 
cutes, prosecutes, convicts, and punishes.” 


> 


“Unequal tax treatment by the Federal government of 
power enterprises is the most serious problem confronting 
electric companies. One-fifth of this basic industry rides 
free of the Federal tax burden while the other four-fifths 
pays 16 cents out of every dollar of gross revenue.” 


¥ 


“We know several ways of relieving the paper short- 
age. One way is to omit from the Congressional Record 
the poems of Horace C. Carlisle. .. . The haunting beauty 


of his lines pervades the Record as the chive pervades the | 


salad. Such beauty is beyond price, but so is paper.” 


> 


“Sooner or later a showdown must come as to whether | 
the managers of big business and big monopoly are to rum 3 


the community or the community is to run them. When it 
does come, we may find that big business is perhaps way 
up in the sky by a kind of Indian rope trick. It might fall 
down pretty fast.” 


¥ 


“There have been too many pat statements that consumet | 
products and services will have to cost 25 per cent or 30 | 


per cent more after the war because labor costs, are up. 


That is shallow and passive thinking. So far as our 
organization is concerned we have no intention of accept- 
ing it simply because there are pent-up demands and a 


prosperous ready market.” 
12 
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urroughs 
Lead .. » « I helping when 


war accounting 
problems arise 


In war industries, camps, depots, bases and ‘government offices, 
Burroughs systems and instalicitien men have been working with 
officers and exaditives; devising modern machine systems to save 
accounting time and clerical manpower. 
Burroughs hen —theroughly experienced in meeting all types 
of accounting problent<ckwow. how the speed and efficiency o 
figuring and accounting machines are best applied to this work. ; 


= is gratifying to know that Burroughs’ 


Se : ‘ eee SS 
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“Tt may be well to remind ourselves, after our experience 
of twenty-five years ago, that no one nation may be able to 
get all it wants in international negotiations, even if its 
ple are unanimous in the desire.” 


¥ 


“Dumbarton Oaks has set up arrangements by which 
big powers can police the small ones—and hold them 
economic bondage if so desired. It has only hinted at a pr 
gram to maintain peace among the United States, Greaj 
Britain, and Russia. Obviously, no piece of political mae. 
chinery can accomplish that.” a 


> 


“Selfishness and unreason are at the bottom of most of 
our troubles, governmental or other, and as they are’ 
brought under control so all life will improve; but bring- 
ing them under control is so large an order that this ad-: 
ministration cannot be expected to do it, no, not even if it 
were perpetuated for four more terms.” 


> 


“MVA ... does not need the complicated job of codrdi- 
nation which Secretary Ickes says his department stands 
ready to supply. To the contrary, MVA needs to stand 
clear of all government departmentalism, so that, like 
TVA, it can avoid strangulation by red tape and can oper- 
ate with the flexibility and initiative of capable private en- 
terprise.” 


Aa 


“Whatever will be possible centuries ahead, it is not at 
this stage in our social evolution that we can dispense with 
the incentive of private enterprise. If we believe in the 
preservation of the freedoms as the inspiration of our 
fighting, we can only say that, in the broadest sense, free- 
dom of private enterprise is the basis of all the other free- 
doms.” 


> 


“I say to both operators [of mines] and mine workers 
that a strike is something which, in the final analysis, 
neither side can win. You will both lose. You will lose be- 
cause your industry is too vulnerable to other kinds of fuel 
—particularly oil and gas. And if you fail to keep the con- 
fidence of your customers you will find that sooner or later 
they will turn to your competitors.” 


* 


“Sure, we’re going to have a lot of problems, such as re- 
conversion and the staggering national debt, but I can’t 
understand it. when I see American businessmen going 
around with drooping mouths and tears in their eyes say- 
ing we can’t lick them. If we! can’t solve our problems 
in this country after the war no other nations in the world 
can solve theirs and we'll all go down to Davy Jones’ locker 
together.” 
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WSENERATING CAPACI Vor Uhilities 


..+« represented by C-E Units ordered, placed in 
service, or under construction in 1944 
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The two units here illustrated are generally typical of 
the C-E designs represented in 1944 work for utilities. 
All of the larger C-E units in the group — those above 
400,000 Ib capacity — are of the shown on the o 
Site page. pat re boiler Ber hs phos of piorses o 
surface in the last pass. All of the units above 200,000 Ib 
capacity are pulverized fuel fired and all but two of these 
use tangential burners. 
It is significant that all of the above mentioned units 
represent repeat orders. Their purchasers knew from past 
experience the performance they could count upon. 








The Type VU Steam Generator shown above is repre- 
sentative generally of the smaller sizes of units. 1944 orders 
included several stoker fired VU units. Two of these, 
fired by very large C-E Chain Grate Stokers, are for 
200,000 Ib capacity. Several gas and oil fired units are 
included in the VU group. 

While the aggregate capacity of these C-E units is con- 
work for-utilities in other recent years, it is a very substan- 
tial part of all the new steam generating capacity in the 
utility picture for 1944, 

A-852.4 





COMBUSTION ENGINEERING 


200 MADISON AVENUE 


NEW YORK 16, W. Y. 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS. FORNACES. PULVERIZED FUEL SYSTEMS AND STORERS; ALSO SUPERMEATERS, ECONGMIZERS AND AIR REATERS 
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e 
REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As _ Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 


$6.50 





Included are discussions of vital questions, such as: 


Taxes in Relation to Rates 


Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 
and Other Price Levels 


Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 
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CRESCENT SYNTHOL Type SNW 
Gor More Conner In Wet Locations 


For 34”  @\ 
a Conduit 
OLD NEW 


No. 14/3 Conduc- Three No. 10—Type Three No. 6—Type 
tor, L Fes carries RW carry 25 Amp. SNW carry 54 Amp. 
mp. 


Insulated with a special thermoplastic that is extremely re- 
sistant to moisture, acids, alkalies and oil, inherently flame- 
retarding, high dielectric and mechanical strength, bright 
permanent colors, small diameter, easy pulling, free stripping 


SYNTHOL Type SNW 

is approved by Underwriters Laboratories in sizes from $14 
through #4/0 AWG under section 3035 of the 1940 N.E. 
Code for use in raceway systems, such as: (a) Underground, 
(b} In concrete slabs or other masonry in direct contact with 
the earth, (c) In wet locations, (d) Where the condensation 
and accumulation of moisture within the raceway is likely to 
occur. 


White for Descriptive Golder on Types 
SNW aad SN 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE 


MORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLE 


S27GV9 GUVOGdMIHS: STUIM TOHLNAS: SA2TEVI AVMAUVd AGNV GAISVONAZ AVAIT GHOIVNUAd 
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_ yet STANDARD UNITS throughout 


“From standard, basic units repetitively manufactured, G.E. can build u 
~ factory-assembled switchgear, for a station or a system, to carry out yo 


most advanced thinking 


Go ahead with your station planning or sys- 
tem planning to meet any conceivable need: new 
growth; better circuit protection; improved 
regulation, relaying, or control. Then ask General 
Electric how far standard switchgear equip- 
ments can go to bring such a “dream’”’ installa- 
tion into being at the lowest investment cost. 

Electric-service companies who have made 
this test have been stimulated, rather than 
limited, by the factory-assembled combina- 
tions that await their choice. In addition, sub- 


stantial savings in design cost, in installation. 


cost, and in delivery time.have been realized. 
A further increase in the value you receive 
for each dollar invested in switchgear is bound 
to come with every increase in our opportunity 
to employ repetitive manufacture. May we 
count on your co-operation as our standardiza- 
tion policy is extended to new fields? General 
Electric Company, Schenectady 5, N. Y. 


GENERAL ‘{{) ELECTRIC 


~ 








The following types of G-E switch- 
gear are built by repetitive manu- 
facture: 


Metal-enclosed duplex switch- 
boards 


FH cubicles with oil or air breakers 
Metal-enclosed reactor units 


Metal-enclosed cable-entrance 
units 


Metal-enclosed bus-run units 
Metal-clad switchgear 


Low-voltage, metal-enclosed, 
drawout air-circuit-breaker equip- 
ment 





co 


BUY 
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How TO SAVE 


MANPOWER 
YET SPEED 
TRANSMISSION 


SS 
KS 


LINE ERECTION 


= 
| | 


+ 


/ hroughout the country our trained men 


are ready to help you meet today’s unprecedented 
demand for power. In the erection or maintenance 
of transmission lines . . . regardless of distance or 
terrain ... Hoosier experience and special equipment 


guarantees efficient and economical service. 
COLUMBUS, OHIO 


NEW YORK = CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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“CLEVELAND'S” 


Extra Ruggedness and Power to Spare 


Enable Them to Take the Toughest 
Trenching Jobs in Stride 


The numerous crawler and wheel speed combina- 


tion at the operator's command, in “CLEVELANDS," 





permit the application of tr d power to 





the digging wheel when excavating through rocks 


and boulders as indicated in the illustration to left. 





The picture at right shows a 
“CLEVELAND” digging through 
a frozen creek bottom and up 
a bank without a hitch, while 
digging at maximum depth. 
Such performance requires 


real ruggedness. 


@ “CLEVELAND” appreciating that of all construction equipment none must 
meet tougher assignments than the trencher designs and’ conditions its ma- 
chines to meet the roughest going in any kind of soil or terrain.»For instance; 
in “CLEVELANDS” double-strength steel is normally used in frame, boom and 
buckets and the toughest, longest wearing materials are used throughout—all 
driving sprockets and segments of the digging wheel are of heat-treated drop 
forged alloy steel. Wide tread and low ground pressure, all gears in grease 
sealed housing and a preponderance of anti-friction bearings assure strength, 
endurance and stability. In fact from the husky Gasoline or Diesel power plant 
to the high-capacity digging wheel you will find in “CLEVELAND” a toughness, 


a-freedom from friction and a protection from wear to an unsurpassed degree. 


THE CLEVELAND 
TRENCHER CO. 


20100 St. Clair Ave., Cleveland 17, Ohio 


MAKE THE SEARTHALY 
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NF ALLIBLE CONTROL— a Nordstrom responsibility 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


ORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE COMPANY 


A Subsidiary of Pittsburgh Equitable Meter Co. 


jain Offices: 400 Lexington Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, Los An- 
geles, New York, Oakland, San Francisco, Seattle, Tulsa. : 
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The 100,000 kw extension of a prominent public utility includes five feedwater heaters. 


FEEDWATER HEATERS 


Five Foster Wheeler vertical extraction heaters doing war- 
time duty in a large central station preheating more than 1 ,000,- 
000 Ib. feedwater per hour from 80 deg. F. to over 440 deg. F. 
Four of these units, designed for operating pressures to 2150 |b. 
per square inch, are equipped with Lockhead closures whose 
construction requires only moderate sized bolting. The gasket 
load is entirely segregated from pressure load on the head. 
This factor makes for ease of maintenance and uninterrupted 
service, so important in these critical days. « 


Feedwater heaters by Foster Wheeler for all capacities and 
pressures up to 3,200 Ib. pressure have been in service for many 
years. 


FOSTER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. ¥ 


W FOSTER WHEELER W 
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SAVE 50% 
IN TIME AND MONEY WITH 





5, 19 




































THE ONE-STEP METHOD 








OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


N.Y Recording & Statistical Corporation 
Utilities Division 


10Z Maiden Lane, New York, N. Y. 
Boston Chicago _—_—_CsOCdetroit __ Montreal Toroate 
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Gates—Iintake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 

Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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Climatic conditions, under which various communi- 
cations equipments are operated, vary from the 
sub-zero temperatures of the northernmost climates 
to the tropical temperatures encountered at the 


equator. Conditions of humidity cover the extreme 
range; from the dry arid regions of the many 


deserts, to the almost 100% humidity in tropical 
and sub-tropical atolls. 


It has been the problem of Sangamo engineers to 


design and produce capacitors that perform faith- 
fully under these varying conditions, and so assure 
vitally needed communications at all times. 

The wide variety of capacitors illustrated insures 
the availability of the proper unit for almost any 
mica capacitor requirement, 


SANGAMO ELECTRIC 


COMPANY 
SPRINGFIELD, ILLINOIS 
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ON BOTH YOUR FINE WORK 
AND FORESIGHT ON THE 
PAYROLL SAVINGS PLAN! 





lw your wholehearted support of 
the Payroll Savings Plan, you are 
doing far more than backing the 
most valid system of war financing 
—and building a powerful dam 
against the onrush of dangerous in- 
flationary dollars. 

By encouraging the all-out par- 
ticipation of your employees in this 
greatest of all savings plans, you are 
helping to create a sound economy 
for post war days. 

With this same plan, you are as- 
sisting working America to build a 
mainstay against the inroads of un- 
employment—to save for homes, 


education and old age comforts! 


You and your employees, through 
mutual cooperation in this forward- 
looking plan, are gaining a new and 
closer understanding — the corner- 
stone of a firmer, mutually profit- 
able relationship! 


National benefits, too, follow the 
“All Out” effort you are making! 
The prosperity of our United States 
rests on the economic stability of 
both management and labor. Your 
Payroll Savings Plan is working 
constructively toward the assurance 
of both! 


The Treasury Department acknowledges with appreciation the publication of this message by 
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This is an official U. S. Treasury advertisement prepared under the auspices 
Treasury Department and War Advertising Council 
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The Egry SPEED-FEED, illustrated above, 
is one of the greatest business aids ever 
developed for stepping up the writing of 
typewritten records. It takes only one minute 
to attach the SPEED-FEED to any standard 
make typewriter and instantly converts it 
into a practical billing machine. The Egry 
SPEED-FEED doubles operator output. 


Then there’s the Egry TRU-PAK Register for 
all handwritten records. On the TRU-PAK 
you will write records speedily, - accurately 
and economically, Further, it assures com- 
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BUSINESS SYSTEMS 


plete control over all business transactions. 


Egry ALLSET Forms for speed writing hand- 
written or typed records. Interleaved with 
one-time carbons, ALLSETS save many time- 
consuming manual operations. 


Egry Forms Engineers are experts at devising 
new forms or rearranging and simplifying 
existing forms to speed all record writing. 


Further information will be sent on request. 
Free demonstrations arranged at your con- 
venience. Write today! Address Dept. F-215. 
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Transformer Capacity 
of over 10,000,000 KVA protected by 
GRINNELL MULSIFYRE SYSTEMS 


Leading utilities in the United States and Canada 
have chosen Grinnell Mulsifyre Systems to protect 
more than 10,000,000 KVA of transformer capacity. 
Numerous other Mulsifyre installations protect cir- 
cuit breakers, switches, regulators, and similar oil- 
filled equipment. 











MULSIFYRE SYSTEM operate on the prin- 
ciple of emulsifying blazing oil with a driving 
spray of water. The oil is turned into a liquid 
which is incapable of burning. Fire is extin- 
guished in a few seconds and reignition is 
prevented. 


discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. 
Mulsifyre Systems are permanently installed 
...they operate automatically or manually. 
Recommended by Underwriters’ Labora- 
tories for use in extinguishing fires in flamma- 





Complete separation of water and oil takes 
place in a few hours... leaves oil undamaged. 


There is absolutely no conductivity along the 


ble oils immiscible with water wherever such 
oil is a fire hazard —in transformers and other 
oil-filled electrical equipment. 













See that your equipment has this 24-hour-a-day 
protection, before fire strikes. Experienced 
Grinnell engineers will help you plan protec- 
tion for your specific needs. 


GRINNELL COMPANY, INC. 
Executive Offices, Providence 1, R. I. 
Branch offices in principal cities, 
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CRAFTSMANSHIP 
COUNTS ee 


HIS huge Elliott motor sta- 

tor and frame is destined 
for the main propulsion drive 
of a Maritime Commission 
vessel, 

It is a nice job of motor 
building. The fabricated frame 
is exceptionally rigid. Form- 
wound coils made of trans- 
posed strands improve effi- 
ciency and reduce heating. The 
coils are insulated with mica 
tape and impregnated with a 
special insulating compound. 
These coils form a single turn 


, c ee oy 
canned 
Ba Prevention. 


eens 
ae Wag pe 


series wave winding, with all 
connections at one end. This 
arrangement provides for easy 
emergency repair should it be 
necessary, as a damaged coil 
can be cut out of the circuit 
by opening the connections 
and inserting jumpers. 


This motor develops 6600 
hp. at 93 r.p.m. Its size is a 
measure of Elliott engineering 
capacity. Its craftsmanship is 
characteristic of all Elliott mo- 
tors, large and small. 


When you needa a quality motor, 
come to Elliott. 


OTHER PRODUCTS: 

STEAM TURBINES e GENERATORS 
MOTORS « CONDENSERS ¢ FEEDWATER 
HEATERS AND DEAERATORS « STEAM 
JET EJECTORS ° CENTRIFUGAL 
BLOWERS © TURBOCHARGERS FOR 
DIESEL ENGINES ¢ TUBE CLEANERS 
STRAINERS e DESUPERHEATERS ¢ FILTERS 


b, Electric Power Dept. 
L j RIDGWAY, PA. 


DISTRICT OFFICES IN PRINCIPAL CITIES 
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Due to wartime travel restriction, conventions listed are subject to cancellation. 


+7 FEBRUARY +7 





{ Edison Electric Institute Transmission and Distribution Committee starts meeting, 
Pittsburgh, Pa., 1945. 





{ American Water Works Association, Minnesota Section, will hold meeting, Min- 
neapolis, Minn., Mar. 9, 10, 1945. 





% Texas Telephone Association will hold convention, Dallas, Tex., Mar. 12, 13, 1945. 





{ Canadian Electrical Association wil] hold annual western conference, Vancouver, 
Can., Mar. 14-16, ; 





{ American Water Works Association, Southeastern Section, will convene, t) 
Montgomery, Ala., Mar. 19-21, 45. 





{ Iowa seapenane Telephone Association will hold session, Des Moines, Iowa, Abr. 





q Page € Valley Fr Association will hold engineering conference, Kansas City, 
Apr. 4-6, 5; 





¥ American Water Works Association, Ohio Section, will hold meeting, Columbus, 
Ohio, Apr. 5, 6, 1945. 





{ Midwest Gas Association will convene, Omaha, Neb., Apr. 9, 1945. 





{ American Water Works Association, Montana Section, will convene, Lewiston, 
Mont., Apr. 13, 14, 1945. 








q yay x ae of Mechanical Engineers will hold spring meeting, Boston, Mass., 
Apr. 16-18, 1945. 





{ Southwestern Gas Measurement Short Course will be held, Norman, Okliz., ey) 
Apr. 17-19, 1945. 








q Edison Electric Institute Technical Committees will meet, Chicago, Ill., Apr. 30- 
May 2, 1945. 











{ American Society for Testing Materials starts spring meeting, Pittsburgh, Pa., 1945. 
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he Missouri Valley Authority 


The magnitude of this proposed development will 

be appreciated from the statement of the author that 

the area to be included in the initial project is 
thirteen times that of the original TVA. 


By ERNEST R. ABRAMS 


HEN President Roosevelt took 

time out from his arduous 
duties on September 21st to 
recommend that Congress establish a 
Missouri Valley Authority, he merely 
pave official expression to a movement 
at had been under way for more than 

p decade. Ever since the Tennessee 
alley Authority was created in May 
of 1933, and particularly since the con- 
struction of Fort Peck dam was au- 
horized by the Public Works Admin- 
istration in October of that year, poli- 
icians, chambers of commerce, and 
eWspapers in the ten states within the 
Missouri drainage basin have been 


licking their chops in anticipation of 
similar gravy on their mashed potatoes. 

It isn’t surprising, moreover, that at 
just this time the Missouri Valley Au- 
thority is becoming something more 
than a gleam in the eyes of public power 
proponents. For more than four years 
now—ever since our defense effort got 
going in the late spring of 1940—the 
American people have been subjected 
to a steady barrage of propaganda to 
convince them of the outstanding con- 
tribution TVA is making to the war 
effort, and in proof of its great finan- 
cial success. Naturally, if those folks in 
the Tennessee river valley were re- 
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ceiving all of these benefits, honest 
voters along other major river systems 
were deserving of a little chicken, too. 

Actually, the President didn’t initi- 
ate the drive for MVA. Secretary of 
War Stimson started the ball formally 
rolling on February 28th when he 
transmitted to Congress a_ report 
(House Document No. 475, 78th Con- 
gress) by the Army Engineers, which 
is sometimes referred to as the “Pick 
plan.” And two months later, the Secre- 
tary of the Interior sent to the Presi- 
dent a report from the Bureau of Recla- 
mation, which is also known as the 
“Sloan plan.” Neither of these pro- 
posals to mess up what God hath 
wrought were sufficiently detailed, 
however, to deserve the dignity of be- 
ing called a plan, and a considerable 
area of conflict existed between them. 


N addition to the two “plans,” the 

Rivers and Harbors Bill (H R 
3961), as reported to the Senate on 
May 25th, provided for local improve- 
ments on the Missouri below Sioux 
City, Iowa, and the Flood Control Bill 
(H R 4485), as reported to the Sen- 
ate on June 22nd, contained approval 
of, and authorized execution of, the 
Army Engineers’ plan. It also provided 
for the establishment of a Missouri 
River Commission, modeled along the 
line of the 26-year-old Mississippi 
River Commission, to function under 
supervision of the Secretary of War, 
and under the Chief of Engineers 
where planning, operation, and main- 
tenance of navigation and flood-control 
improvements were involved. Pro- 
vision also was made for a number of 
local flood-control improvements. 

More than that, a number of bills 
have been introduced in Congress to 
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carry out these plans or adaptions of 
them. Senator O’Mahoney of Wyo. 
ming introduced one (S 1915, 78th 
Congress, 2nd Session) which called 
for adoption of the Bureau of Recla. 
mation plan and authorized the Secre. 
tary of the Interior to prosecute the 
work. Representative Rankin of Mis. 
sissippi introduced two bills: H R 
5410 which, except for labor provi- 
sions, was almost identical with the 
O’Mahoney bill, and H R 802 calling 
for the establishment of nine regional 
authorities, of which MVA was one, to 
cover the entire United States. Senator 
Gillette of Iowa asked in S 2100 for 
an MVA setup along the lines of TVA 
and following the Army Engineers’ 
plan. Senator Murray of Montana in- 
troduced S 2089 providing for an 
MVA along TVA lines, but requiring 
submission of the plan to Congress and 
the President within two years, and 
Representative Cochran of Missouri 
presented an almost identical bill (H 
R 5377) in the House. There may 
have been others; it isn’t easy to keep 
track of them. 


Bre we dig deeper into the sub- 
ject, suppose we identify the Mis- 
souri river basin. It is comprised of 
part or all of the ten states of Colorado, 
Wyoming, Montana, Kansas, North 
Dakota, South Dakota, Iowa, Ne 
braska, Missouri, and Minnesota, plus 
small chunks of the Canadian prov- 
inces of Alberta and Saskatchewan. It 
has an area of 529,350 square miles of 
which 9,715 lie north of the interna- 
tional border. In 1940 its American 
population was in excess of 6,840,000. 
At the present time, more than 4,185, 
000 acres of land are being irrigated in 
that part of the basin lying wholly 
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THE MISSOURI VALLEY AUTHORITY 


within the boundaries of the United 
States, of which but 555,000 acres or a 
little more than 13 per cent are con- 
tained in Federal projects. There are 
1,342 water storage reservoirs in the 
basin containing 27,528,000 cubic feet 
of capacity. In 1942 the installed elec- 
tric generating capacity of the Mis- 
souri river valley was 1,195,925 kilo- 
watts, split up in this way: 


KiLowatts 
Fuel Total 
401,804 740,951 
223,894 454,974 


625,698 1,195,925 


Hydro 
Privately owned 339,147 
Publicly owned 221,080 


560,227 





Total 


ex the two plans before Congress, 
that presented by the Bureau of 
Reclamation was much more complete 
and particularized than the Army En- 
gineers’ plan. But on the basis of de- 
tails submitted, they compared as out- 
lined in the table below. 

Although the Bureau of Reclama- 
tion plan provided for a total of 45,- 


e 


ARMY ENGINEERS 


1,000,000 
Not Shown 


Initial power in kw.: 
Firm power 
Seasonal power 
Kilowatt hours per annum: 
Firm power 
Seasonal power 
Ultimate power: 
Kw. to be installed 
Kw. hr. per annum 
Transmission network 


Irrigation 


Levees, channels, other im- 
provements, and multipur- 


Not Shown 
Not Shown 


3, , 
10,000,000,000 
Not Shown 


Storage Capacity 
Only 


700,000 acre feet of storage capacity, 
no comparable figure is shown in the 
Army Engineers’ plan, but a limited 
comparison is possible for the territory 
above the northern boundary line of 
Nebraska. Under the Army Engineers’ 
plan, some 40,950,000 acre feet of stor- 
age would be provided on the upper 
reaches of the river system, while Bu- 
reau of Reclamation plans call for some 
35,446,000 acre feet in the same gen- 
eral territory. The areas of conflict or 
overlapping development in the two 
plans are shown on map, page 208. 


yon to the letter of H. W. 
Bashore, commissioner of the 
Bureau of Reclamation, contained in 
House Document No. 475 and dated 
as of December 17, 1943, the value of 
all crops produced in 1940 in the seven 
arid and semiarid states of the basin 
was $444,192,000. “Our studies indi- 
cate,” he continued, “that through full 
irrigation development of the basin ad- 


BUREAU OF RECLAMATION 


758,500 
396,267 


3,809,000,000 
908,500,000 
000,000 Not Shown 
Not Shown 
Complete grid to cost 
’ ,000 
Complete plans for irri- 
gating 4,760,000 additional 
acres, plus supplemental 
water for 538,000 acres 
now under irrigation 
Levees, reservoirs, and 
multipurpose projects 


pose projects 


Reservoir storage and chan- 
nel improvements 


Reservoir storage 
below 


Sioux City, Iowa 


Number of reservoirs 


22 
$666,000,000 
203 


Initial cost 


90 
$1,257,645,700 
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ditional crops with a value of $100,- 
500,000 can be produced.” Just what 
will be done with them in postwar years 
when folks, the world over, stop shoot- 
ing and begin hoeing was not specified. 

In many respects the Roosevelt let- 
ter to Congress came as a direct result 
of a meeting at Omaha on August 5th 
and 6th of the governors of eight basin 
states — Colorado, Wyoming, Mon- 
tana, Kansas, North Dakota, South 
Dakota, Nebraska, and Missouri—and 
savored of a political appeal. At this 
meeting a resolution was adopted call- 
ing, in the main, for: 

1. Adoption of a comprehensive 
plan for development of the entire 
Missouri river valley. 

2. Endorsement of the Flood Con- 
trol Bill as furnishing the framework 
of that phase of river development. 

3. Approval of the Bureau of Recla- 
mation’s plan for development of the 
basin. 


4. Urging Congress and the Presi- 
dent to direct the Army Engineers and 
the Bureau of Reclamation to “get to- 
gether” on a plan for river develop- 
ment. 

5. Providing a qualification that 
nothing contained in the act which Con- 
gress might adopt should affect ad- 
versely the use of water for irrigation 
purposes west of the 97th meridian. 


UT there was not unanimous agree- 
ment on these five major points. 
When the fifth was under discussion, 
the governor of Missouri, in which 
state there is little irrigation or need 
of it, but where a lively interest is dis- 
played in flood control and navigation 
improvement, grabbed his hat and said, 
“Boys, include me out.” It’s funny how 
touchy a man can get when his own ox 
is being gored. Just when it might ap- 
pear, however, that shooting irons were 
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to be pulled, all interests got together 
and composed their differences. Only 
as is usual in these cases of political 
compromise, the horse turned out to be 
a mule. 

Actually, the agreement reached be- 
tween the Army Engineers and the 
Bureau of Reclamation in October at 
Omaha failed to settle the all-important 
question of the volume of water for 
navigation above Sioux City, Iowa, to 
be released throughout the year, and 
there were a few other controversial 
areas of conflict which were not com- 
posed. About all that was agreed to 
was: 

1. The Army Engineers were to de- 
termine all reservoir capacities for flood 
control and navigation improvement. 

2. The Bureau of Reclamation was 
to set all reservoir capacities for irri- 
gation purposes. 

3. Both sides recognized the im- 
portance of fullest development of 
hydro power “consistent with the other 
beneficial uses of water.” 

4. Both agencies agreed on a plan 
for 19 reservoirs on the upper Mis- 
souri or tributaries with total storage 
capacity of 3,359,950 acre feet for 
flood and silt control, hydro develop- 
ment, and irrigation uses; a 27-reser- 
voir plan for the Yellowstone river 
basin was approved. 

5. A compromise that multipurpose 
projects between Fort Peck and Sioux 
City would be established at Garrison, 
North Dakota, and at Oahe, Fort 
Randall, Big Ben, and Gavins Point, 
South Dakota. But no agreement was 
reached for a Missouri Valley Author- 
ity or any other administrative ar- 
rangement. 

It would not appear, despite this 
comparative agreement, that the MVA 
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The Missouri River Basin 


wat i [Missouri river basin] is comprised of part or all of the ten states 

of Colorado, Wyoming, Montana, Kansas, North Dakota, South 

Dakota, Iowa, Nebraska, Missouri, and Minnesota, plus small chunks of 

the Canadian provinces of Alberta and Saskatchewan. It has an area of 

529,350 square miles of which 9,715 lie north of the international 
border.” 





will have smooth sailing through Con- 
gress. Senator Robinson of Wyoming 
said he was opposed to “such a Fed- 
eral setup” and favored “state control 
of water in the respective states.”” And 
Senator Wheeler of Montana thought 
the proposals needed further study. 
Add to that the displacement of Sena- 
tor Gillette of Iowa by Governor Hick- 
enlooper, and the going could be con- 
ceivably rougher for even the agreed 
plan. 

Furthermore, according to the Octo- 
ber 9th Business Action, a weekly pub- 
lication of the Chamber of Commerce 
of the United States: 

River development organizations through- 
out the country, almost without exception, 


are opposed to the brand of regionalism rep- 
tesented by the Tennessee Valley Authority. 


It cited a resolution adopted by the 
National Rivers and Harbors Congress 


at a special session at New Orleans on 
August 27th and 28th, stating that the 
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functioning of well-established Fed- 
eral agencies concerned with the devel- 
opment of river resources “makes un- 
necessary the creation of new authori- 
ties or new ways of government carry- 
ing out the wishes of the people af- 
fected by basin-wide plans of develop- 
ment.” And at its 25th annual meeting 
in 1943 the old and highly efficient 
Mississippi Valley Association adopted 
a resolution stating “that we resist 
vigorously the so-called regional or 
water authority bills.’ Much de- 
pends, of course, on the variety of 
“mandate” the New Deal is able to 
cook up from its recent political suc- 
cess. 


_ oe are two aspects of the pro- 
posed Missouri Valley Authority 
that warrant further consideration, one 
of which revolves around the objec- 
tives sought in river development. In 
the case of the MVA, four are present 
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—navigation, irrigation, hydroelectric 
power development, and flood control 
—each of which has different and, to 
a large extent, conflicting character- 
istics : 


1. Navigation, in the case of the 
Missouri river, requires channels of 
uniform depth, constant water levels, 
low velocities, and moderate “lifts” at 
the dams, all of which should be avail- 
able at all times. 

2. Irrigation requires water for the 
growing season only, and in many 
cases involves the storage of water for 
seasonal use. 

3. Hydroelectric power develop- 
ment is most effective when there are 
high heads and uniform stream flow 
the year round. When streams are 
regulated by reservoirs, the object is 
to retain flood water to augment the 
stream flow during periods of low 
water. For that reason, reservoirs are 
kept as full of water at all times as is 
possible. 

4. The primary objective of flood 
control is to get rid of water as quick- 
ly as possible without damage to lives 
and property—to prevent the inunda- 
tion of lands and communities. When 
reservoirs are used for flood control 
alone, the plan generally involves the 
most economical combination of empty 
reservoirs in which to store flood water 
temporarily and water channels in 
which to carry them off. In a true 
flood-control project no power devel- 
opment should be present. 


C is true, however, that at many 
dams built primarily for navigation 
or reclamation purposes some electric 
energy can be made available, and in 
such instances it is a true by-product. 
In most projects it is purely secondary 
power, and if valuable enough to jus- 
tify the installation of generating 
equipment it should be marketed to en- 
terprises or organizations able to util- 
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ize it. In many instances in the past, 
the Army Engineers in their navigation 
improvement work and the Bureau of 
Reclamation in its irrigation projects 
have followed this principle with high. 
ly satisfactory results. 

But in recent years, under political 
stimulus, multipurpose projects have 
appeared in which power development 
has been combined with one or more 
of the other purposes on a basis of 
equality or dominance. This has been 
done on the theory that revenues de- 
rived from power will partially or com- 
pletely carry the costs of the other ob- 
jectives, which, of course, is at vari- 
ance with realities. When two or more 
of such conflicting purposes are com- 
bined, the effectiveness of each is im- 
paired to some extent, or the cost of 
achieving them is greatly increased. 
This is particularly true when flood 
control is involved, since its main ob- 
jective is to get rid of water—not to 
conserve it. Thus, the few projects in 
this country which have afforded com- 
plete flood protection are those of the 
type of the Miami and Muskingum 
Conservancy districts in Ohio, which 
are devoted entirely to flood control and 
have no power development or other 
features to impair their usefulness. 


HE disastrous flood on the Ar- 

kansas river in eastern Oklahoma 
in May of 1943 epitomizes the ineffec- 
tiveness of flood control in a multi- 
purpose project. Although the Chief of 
Engineers had urged in his report of 
January 4, 1939, that the entire stor- 
age capacity at Pensacola dam be de- 
voted solely to flood control until at 
least the third reservoir had becn built, 
the Public Works Administration, 
which had financed the project, felt the 
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need of an immediate record of “earn- 
ings.” So the advice of the Chief of 
Engineers was ignored and power gen- 
eration facilities were installed at the 
first reservoir to be built. 

Then, in May of 1943, a heavy storm 
swept eastern Oklahoma and southern 
Kansas, with over 10 inches of rain 
falling at some points in a 3-day pe- 
riod, and a heavy flood swept down the 
Arkansas river, already swollen by an 
earlier rise. To complicate conditions, 
the reservoir behind Pensacola dam 
was full of water stored for power gen- 
eration and, loath to lose it, the flood 
gates were belatedly opened. Which 
made a beautiful mess of the entire 
flood-control objective. Opening the 
gates released a torrent of water to join 
that of the swollen stream; on May 
13th, the stream reached a level at Fort 
Smith, Arkansas, which topped its pre- 
vious high mark by 3.7 feet; levees in 
eastern Oklahoma were overtopped ; 
$50,000,000 of damage resulted; and 
the flood-protection potentialities of 
the Grand River dam project had 
proved another political flop. 


Ks when these multipurpose proj- 
ects do succeed in holding back 
disastrous floods, the so-called saving 
is not always real. The various dams 
of the Tennessee Valley Authority 


have permanently flooded far more 
land than ever was temporarily covered 
by occasional floods, and the average 
annual loss of farm income to residents 
of the permanently submerged produc- 
tive bottom lands has been estimated 
to exceed the former average annual 
loss from floods. More than that, many 
political subdivisions in the valley suf- 
fered so great a loss through the re- 
moval of submerged lands from tax 
rolls that Congress was compelled to 
provide some measure of relief. True, 
the real important saving to result from 
the measure of flood protection afforded 
by TVA’s dams has been in protection 
from loss of human lives. 

The second major phase of the Mis- 
souri Valley Authority worthy of seri- 
ous consideration at this time is the 
extent of the area it proposes to in- 
clude within its borders. The area to 
be included in the original MVA will 
be many times the area included in the 
Tennessee Valley Authority as first es- 
tablished by Congress in May of 1933. 
Where the first TVA contained a lit- 
tle more than 40,000 square miles, the 
initial MVA as proposed by legisla- 
tion before Congress will include al- 
most 530,000 square miles. In other 
words, the original area of the MVA 
—and don’t forget that TVA has ex- 
panded substantially in the eleven and 
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a half years since it was created—will 
be only 6,625 square miles less than 
the combined land areas of Alabama, 
Georgia, Mississippi, Louisiana, Flori- 
da, both the Carolinas, both the Vir- 
ginias, Tennessee, Kentucky, and Ar- 
kansas. Imagine the diversities of in- 
terests in an area stretching from 
northwestern Montana, southeastern 
Alberta, and southwestern Saskatche- 
wan to southern Missouri, from Great 
Falls to St. Louis, from cattle and 
sheep country to industrial metropo- 
lises. 


om from the enormous area pro- 
posed to be included in this one 
authority, with the innumerable con- 
flicts in sectional interests, it would ap- 
pear difficult for even a New Dealer 
to reconcile this type of “power trust” 
with the Public Utility Holding Com- 
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pany Act. In § 11—the “death sen- 
tence,” it will be recalled—Congress 
provided that privately owned holding 
companies may not retain operating 
subsidiaries unless “the continued com- 
bination of such systems under the 
control of such holding company is not 
so large (considering the state of the 
art and the area or region affected) as 
to impair the advantages of localized 
management, efficient operation, or the 
effectiveness of regulation.” (Italics 
supplied.) Yet, the proponents of the 
Missouri Valley Authority propose the 
establishment of a “unified operation,” 
which will not have the “advantages of 
localized management” but will be run 
from Washington, that will dominate 
an area greater than that served by the 
Commonwealth & Southern, American 
Power & Light, and Engineers Public 
Service systems combined. 
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To be sure, the proposed Missouri 
Valley Authority will be a lily-white 
undertaking. In place of being owned 
by wicked Wall Streeters or controlled 
by the ‘power trust,” its activities will 
be directed by political appointees who 
are always unselfish when it comes to 
handling the public’s money, and who 
have demonstrated their business abil- 
ity by supporting the right candidates. 
Perhaps it doesn’t make much differ- 
ence in a country where it is possible 
to “tax and tax, spend and spend, elect 
and elect.” 


—— at least one admin- 
istrator of a_ well-established 
river basin authority looks askance 
at the tremendous area to be in- 
cluded in the MVA. In his book pub- 
lished less than a year ago, “TVA- 
Democracy on the March,” David E. 
Lilienthal, one of TVA’s original di- 
rectors and its present chairman, had 
this to say: 

There is, however, one generalization 
which our specific experience in the TVA 
does support: The regions should not be so 
large that they are not, in a management 


sense, of “workable” size. The full poten- 
tialities of the unified approach to resources, 


and the opportunity to be close to the people 
and their problems, may be fatally impaired 
if the region itself is a vast one. 

In my judgment the present TVA region 
ought not to be substantially enlarged. This 
“region”’—the watershed plus the area of 
electric service that extends outside the 
drainage basin substantially as that area is 
now constituted—is about as large as it ever 
should be. The proposal now pending in Con- 
gress (once approved by the Senate) to add 
to the TVA’s responsibility the development 
of the Cumberland river will probably be 
adopted after the war. This is sound. That 
river lies within the region and adjoins the 
drainage line, emptying into the Ohio two or 
three miles from the mouth of the Ten- 
nessee. The people of the Cumberland val- 
ley are already participating in parts of the 
enterprise, and they understand it. But, with 
that exception and some extension of elec- 
tricity beyond the area presently served, I 
feel strongly that substantial additions to the 
territorial scope of the TVA would impair 
its effectiveness and threaten the onset of 
the evils of remoteness we seek to remedy. 


In the light of Mr. Lilienthal’s opin- 
ion, it might be worth noting that the 
area to be included in the initial Mis- 
souri Valley Authority is thirteen times 
that of the original TVA. And in view 
of his remark about “the evils of re- 
moteness,” it is nearly three times as 
far to Denver, nearly twice as far to 
Omaha from Washington, D. C., where 
this remoteness of control will be ex- 
erted from, as it is from Washington, 
D. C., to Chattanooga. 





Community of Interest between Labor and Industry 


a4 = respect to employers, I should preach in season and out 

the community of interest between organized labor and 
business generally, and between individual unions and local man- 
agement in particular. In this connection I should try first to 
ascertain those areas in which labor and business have mutual 


interests. 


“Having established those common foundations, I should 
then approach those problems on which there was disagreement 
in the spirit of what I might describe as ‘collective negotiation’ 


rather than that implied in the term ‘collective bargaining. 
—H. W. PREnNTIs, JR., 


39 


President, Armstrong Cork Company. 
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Postwar Disposal of Surplus 
Utility Equipment 


The challenging problem of channeling back to 
peacetime when the enormous quantity of public 


service property no longer will be needed for mili- 
tary purposes. 


By T. N. SANDIFER 


NE of the major tasks still be- 

@ fore Congress will be to un- 

tangle some of the compli- 

cations in the surplus property program 

as they were left by the recently enacted 
bill on the subject. 

Congress has before it currently the 
approval of the new Surplus Property 
Board, as provided in the act, and has 
indicated that it is not altogether satis- 
fied with the proposed membership. 
Assuming the board is accepted as it 
stands, however, as seems eventually 
likely despite the first outbursts, the 
membership will not be altogether anti- 
thetic to business interests. 

Approval of former Senator Gillette 
of Iowa (Democrat) as chairman ap- 
peared foregone, whatever might be 
said of the other appointees. His view- 
point might be slanted toward the 
farmer-cooperative type of enterprise, 
but, broadly speaking, if farm interests 
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were served by new industries privately 
managed, he probably would be found 
disposed to help rather than hinder 
such development. He is especially in- 
terested in chemurgical industries in 
midwestern locations. 

The future trend of disposal opera- 
tions will be known better when the 
board has begun functioning and has 
established regulations under the act. 
Thus, §17 of the act directs that farm- 
ers and farmers’ cooperatives and asso- 
ciations “shall have equal opportunity” 
with others to purchase surplus prop- 
erty. 

The Treasury Procurement Divi- 
sion, for instance, has indicated that it 
is selling certain classes of surplus 
properties in its jurisdiction to farm- 
ers’ cooperatives, but not directly to 
farmers. 

Until recently sales by that agency 
to this class of purchasers, among 
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others, had been negligible. However, 
agency heads stated: “The situation 
will change as soon as the Surplus 
Property Board has been appointed and 
has set up regulations.” 

In other words, as to cooperatives 
and others, what regulations the board 
will make, and how it will interpret its 
powers, remain to be seen at this stage. 
The board may have been approved 
and have begun functioning by the time 
this appears. 


ERTAIN policies, it seems likely, will 

be maintained from the old régimé 
(Clayton). One of these is to preclude 
dumping. Manufacturers of all kinds 
of goods, including those used in the 
utility field, have stressed the necessity 
of continuing this plan. 

Currently, goods, including such 
utility material and equipment as has 
become available, have been channeled 
back to the makers, who operate under 
a form of agency agreement with the 
government, as will be mentioned later. 

Shortly before the close of the “lame 
duck” session in December, Senator 
James E, Murray called hearings of 
the Surplus War Property subcom- 
mittee of the Senate Small Business 
Committee, for the express purpose of 
“discovering why goods in short sup- 
ply are not moving more rapidly, why 
normal channels of trade are not being 
more fully utilized, and to determine 
recommendations for modification or 
amplification” of the act that may be 
considered necessary by Treasury Pro- 
curement and other agencies that have 
had some experience by this time, with 
the problem. 

Trade interests of various fields were 
to be heard also. 

How much surplus equipment in 
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communications and utility fields is 
there likely to be? How fast is it piling 
up? These are pertinent questions for 
which there is no complete answer as 
yet. There is a wide variety of esti- 
mates on both points, as to the amounts, 
and the various types of equipment of 
this kind, likely to be available. 


lg can be set down, however, that 
certain types of radio and radar, 
vacuum tubes, field wire, certain depot 
reserve stocks and parts, will make up 
some of the principal categories of 
utility equipment to be left over. A 
further difficulty in estimating how 
much, or how it will be disposed of, is 
that some of it is still in the secret 
book, which, for one thing, complicates 
the job of figuring alternative commer- 
cial uses later. 

The demand is there, according to 
all indications, and not altogether from 
sources with eleemosynary inclinations. 
The War Production Board and the 
Foreign Economic Administration 
have lists of organizations which have 
asked for licenses to have manufac- 
tured, or to export, various types 
of communications equipment. The 
SWPA is keeping such possible mar- 
kets informed as to progress of re- 
covering surplus goods and their prob- 
able available dates. 

There is a large accumulated de- 
mand, it is reported, for many types of 
tadio equipment from government 
shipping, park, forestry, and other 
services, also from state and municipal 
police, fire, and other public forces, and 
from truck, bus, and taxi services. 

A more or less standard procedure 
is being evolved, with the help of man- 
ufacturers, for disposing of surplus in 
this as well as other categories. Under 
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this plan the manufacturer, in effect, 
would agree to take back on consign- 
ment such of his products as the 
government desired to send back, and, 
as a government agent, this manufac- 
turer would check, recondition, and 
store, or service, at government cost, 
such goods for a small commission. 

He would also sell these goods, as 
an agent. 


“Sa snsaiel of operations in the 
European war area, however, 
will bring a different problem, it is 
recognized. A great deal of study is 
being given to this situation. Surplus 
communications equipment abroad will 
result directly from excessive reserve 
stocks, fixed installations, and heavy, 
bulky material which it may be im- 
practicable to move from one operating 
zone to another, such as poles, or lead- 
covered cable. Other usable equipment 
will be shipped, probably, to other 
operations zones, or reserved for such 
use in a convenient location. 

There are a number of types of com- 
munications apparatus and equipment 
which it may be difficult to sell or dis- 
pose of except as scrap. Included in 
this sort of matériel; hence, the 
radar equipment. Manufacturers, it is 
realized, may be reluctant to take back 
this sort of matériel; hence, the 
government may have to dispose of 
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such equipment where it stands, to 
avoid further loss in packing and 
moving. 

No surplus communications equip. 
ment has thus far been declared from 
foreign theaters. In the European 
zone, there will undoubtedly be such 
fixed installations as wired circuits, 
telephone and telegraph, central offices, 
carrier equipment, and radio stations, 
There is the possibility of extensive 
shifts of such matériel to the Far East, 
but no definite plan has been evolved 
for disposing of this European stuff, 
as yet. 


HE Navy having so far made no 

declaration of surplus communi- 
cations equipment, it is believed that 
whatever surpluses may have occurred 
in that department’s operations are 
probably due to obsolescence. The 
rapid development of such equipment 
under war conditions, it is believed, is 
an important factor in this aspect of 
the matter. In this case, and in many 
of the areas in which the Navy has 
operated, spare parts and components 
have gone from such old or outmoded 
apparatus, to efficient maintenance in 
the field. 

Actual sales of surplus communica- 
tions equipment, through declarations 
to disposal agencies, have been com- 
paratively small, the SWPA has re- 


vacuum tubes, field wire, certain depot reserve stocks and 


q “It can be set down... that certain types of radio and radar, 


parts, will make up some of the principal categories of utility 
equipment to be left over. A further difficulty in estimating 
how much, or how it will be disposed of, ts that some of it is 
still in the secret book, which, for one thing, complicates the 
job of figuring alternative commercial uses later.” 
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ported. These surpluses have been en- 
tirely from the Army. So far, no 
declarations have been made to the 
RFC by the Navy, Maritime Commis- 
sion, or other departments. 

The largest item declared by the 
Army is some $13,300,000 (cost 
value) of vacuum tubes. Nearly half 
of these tubes have been returned to 
original manufacturers, for disposal 
under contract agreement, and are ex- 
pected to be promptly sold for govern- 
ment account. 

The Army has also declared surplus 
about $270,000 of wired and wireless 
communications apparatus, compris- 
ing a variety of items. Discussions 
have been started with manufacturers 
over handling this particular lot, and 
this fact has delayed final disposition. 
The Army Signal Corps has been very 
active in locating and declaring surplus 
communications equipment, and this 
unit has established surplus property 
divisions in each of its depots in this 
country, with pressure being put on 
such depots to declare any surplus 
stocks as fast as discovered. 


S° far, the larger amounts of surplus 
in the communications field have 
resulted from contract terminations. 
None of these surpluses has been de- 
clared as yet to the RFC, it is stated. 
The Signal Corps has endeavored to 
clear termination claims through hav- 
ing contractors dispose of any result- 
ing inventory. 

Under this plan component parts 
are used on other contracts, or sold, 
and the balance of materials sold for 
reuse or for scrap. Eventually it is 
expected that component parts will be 
returned directly to manufacturers. 
Some manufacturers’ inventories, after 
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contract termination, were rather 
large and, in certain instances, had ac- 
cumulated over more than a year, as 
the producer had put production ahead 
of inventorying canceled orders. 

The Navy recently asked a manu- 
facturer to disassemble a large number 
of a certain type of set, thus recovering 
some valuable and badly needed parts. 
The episode is recalled here because 
some surplus disposal officials are 
wondering if maybe the same process 
can be applied to other surplus that 
has actually been reported. This is be- 
lieved to be especially worth while with 
some of the surplus communications 
matériel for which there would be no 
sale ordinarily, provided the recoveries 
would justify the dismantling cost. It 
suggests that surplus items in this field, 
as are, may be broken down and the 
total stock hanging over thus reduced. 


A to lend-lease communications ma- 
tériel, no decision has been reach- 
ed. Large quantities are known to have 
been shipped overseas. In the case of 
some installations, in the far Pacific, 
it may well be decided, if the islands 
concerned do not come under control 
of some other power, to maintain such 

wired and wireless facilities. 
Quantities of radar and radio equip- 
ment are on ships now used by our 
own services. Such equipment may be 
sold with the ships, if these should be 
sold after the war. Universal military 
training would mean that substantial 
quantities of communications appara- 
tus for training and service would be 
needed. The size of our peacetime 
establishment, afloat and ashore, is 

another factor. 

In short, one or any combination of 
these circumstances might appreciably 
FEB. 15, 1945 
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Installation of ‘Telephones after V-E Day 


<7" any radical curtalment of departmental activity, such as 

everybody anticipates with V-E Day, the present lavish instal- 

lation of telephones will be converted to surplus. There is estimated to be 

a backed-up public need of well over 1,400,000 telephone sets now. Any 

government excess could therefore be readily absorbed, providing this 
demand held up.” 





affect the amount of communications 
and related apparatus that might be 
still declarable as surplus, when the 
show is over. 

The factors affecting the dispos- 
ability of much of the probable surplus 
are more susceptible of estimate. It is 
likely that there will be very large num- 
bers of “walkie-talkie” sets left from 
the war. There are very few readers 
who cannot imagine circumstances in 
which they would like to be hooked up 
with somebody, or some terminus, by 
such a convenient arrangement. 


A can be realized, however, the 
availability of frequencies will 
definitely limit the use of this, or 
similar, equipment. There may easily 
be objections from law enforcement 
officials to any widespread adoption of 
such devices. The present prospect is 
that a considerable part, it not all, of 
the surplus in this field will be junked. 
FEB. 15, 1945 


Field improvements incident to war 
use might indicate improved sets for 
the Army so that its postwar size 
would not necessarily bear on the re- 
tention of any large number of current 
models. 

Relatively small numbers of Army 
switchboard equipment will be in 
heavy civilian demand. The field type, 
such as the forces are using in combat 
operations, is not standard for civilian 
installations, but is strictly military. 
These smaller boards would have ob- 
vious limitations in the civilian world. 
Assuming they were acquired for com- 
mercial use by some local group, or 
smaller concern, the cost of adapting 
them to their new purpose might prove 
a serious obstacle. 

The larger boards conceivably will 
be in demand by the Army itself. As 
to telephone sets, there will undoubt- 
edly be a large surplus from both the 
services and the civilian government 
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agencies. Anyone familiar with the 
present swollen government establish- 
ment can predict that much. It is a 
common sight in many government 
buildings to see a cubbyhole, with one 
or two idle departmental messengers 
sitting around, equipped with at least 
one telephone, and possibly more. 


Ws any radical curtailment of 
departmental activity, such as 
everybody anticipates with V-E Day, 
the present lavish installation of tele- 
phones will be converted to surplus. 
There is estimated to be a backed-up 
public need of well over 1,400,000 tele- 
phone sets now. 

Any government excess could there- 
fore be readily absorbed, providing this 
demand held up. 

There is a possibility, even a proba- 
bility, according to some reckoning, 
that this current backlog may dwindle 
with peace. Many persons now need- 
ing a telephone may decide they don’t, 
or they may move from present loca- 
tions to less congested centers, and that 
particular pressure may be consider- 
ably eased. There could be some sur- 
plus of telephone sets, and, again, if 
reconversion to civilian production 
were set back for some reason, the ex- 
cess might be needed to take up the 
gap between normal output and cur- 
rent demand. 

Transmission systems will be in- 
cluded in the potential surplus proper- 
ties. Some of these are obviously of 
restricted scope, as in the case of a local 
military establishment. They might or 
might not be adaptable to community 
use later, assuming some municipal 
authority wished to add them to the 
existing facilities, or cut them into 
local civilian use. 
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N the case of some of these lines 

abroad some very interesting specu- 
lation is possible. Assume the case of 
a line in Africa, now in extensive use 
by troops basing in that theater of 
operations. Will it be of any value to 
the normal population, once our forces 
leave? 

If not, there is the alternative of 
tearing it out. Dismantling this line 
may well cost more than would be 
realized from its sale as surplus ma- 
terial, either here or abroad. 

It may be several years before it will 
be practicable to take out these facili- 
ties, if it is decided to do so. Shipping 
may be hard to find, especially if the 
war with Japan continues. It might 
be easier just to leave the line. And the 
same holds true of similar lines else- 
where. 

In fact, much of the surplus equip- 
ment, utility as well as other, appears 
now to be destined for an indefinite 
stay in Europe. And, because of its 
specialized nature, a good part of it 
will have little more peacetime use than 
it would have at home. Foreign na- 
tions may be compelled by scarcity and 
other reasons to make the best possible 
use of whatever is in hand, military 
apparatus or not. But a useful period 
of not over ten years is foreseeable for 
most of this matériel, even in war- 
scarred areas. By then, it will scarcely 
be in shape for return to this country, 
and in all probability, won’t find a place 
here. 


W) Sey will be a large surplus of 
wire, cable, and poles, it is ex- 


pected, and this equipment will have 
wide application in postwar use. Prob- 
ably much of it will be sought by public 


bodies, cooperative. 
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Meanwhile, it is significant that 
Lieutenant General Brehon Somer- 
vell, Chief of Army Services, the 
Army’s supply branch, has just warned 
that critical shortages at present in- 
clude wire, radar, and batteries, among 
other items. 

Eisenhower, the top general, almost 
at the same time issued a formal warn- 
ing to the Germans that may have some 
bearing on the status of similar equip- 
ment abroad. Taking note of German 
tendencies to sabotage even their own 
territory — applying “the scorched 
earth” technique as a hindrance to fol- 
lowing American forces, he told the 
enemy populations concerned to safe- 
guard their installations. 

For, he added, destroyed utilities, 
industrial installations, wire, etc., will 
neither be replaced by the American 
forces nor compensated for. Presum- 
ably the American forces will use what 
they have to maintain essential utilities 
for themselves, but not as general re- 
habilitation of enemy territory. 


N the other hand, still another 

American officer, Major General 
Philip B. Fleming, returning from an 
inspection of devastated areas in Rus- 
sian zones, noted appalling loss of vital 
utility and other installations, As he 
was studying plans for postwar recon- 


struction, the inference is plainly that 
much American stock might be called 
into use as replacement of this and 
similar destruction in friendly coun. 
tries reoccupied by Allied forces— 
France and Russia, the Netherlands 
and Belgium, and even England. 

He noted in one Russian war zone 
that the Germans had destroyed all the 
electric power stations. By inference 
they would have followed the same pro- 
cedure in all areas they had to abandon, 
Add to this the wholesale leveling of all 
civilization above ground, and a siz- 
able problem of re€quipment is pre- 
sented. This would be true even 
though allowance is made for the un- 
doubted fact that no such general use 
of electricity is found in most other 
parts of the world as we take for 
granted in our own land. 

The Dnieper dam, other large Rus- 
sian public power installations, coke, 
chemical, and metallurgical plants, coal 
mines, and other power-using indus- 
tries, were listed by the General. Ob- 
viously, any extra supplies abroad, 
adaptable to such replacement, will be 
needed, even though no replacement of 
enemy facilities is contemplated. 


2 paseo plants that may be- 


come surplus in the United 
States are attracting deep interest on 


e 


States are attracting deep interest on the part of all public 


q “GENERATING plants that may become surplus in the United 


power elements. These include Army, Navy, and Defense 
Plant Corporation installations. Some time ago the White 
House addressed a letter to the agencies concerned, inquir- 
ing as to the details of these plants and, in substance, instruct- 
ing the services to inform the Secretary of Interior as to 
plants that are, or may become available as, surplus.” 
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the part of all public power elements. 
These include Army, Navy, and De- 
fense Plant Corporation installations. 
Some time ago the White House ad- 
dressed a letter to the agencies con- 
cerned, inquiring as to the details of 
these plants and, in substance, instruct- 
ing the services to inform the Secretary 
of Interior as to plants that are, or may 
become available as, surplus. 

While no official correspondence has 
been made public, it has been indicated 
that surplus plants in this category may 
contain more than 1,000,000 kilowatts’ 
generating capacity. The plants which 
it is understood have been reported to 
the Interior Department, include Army 
installations in 26 localities, largely 
western or midwestern, ranging from 
50 up to 11,000 kilowatts’ capacity, 
about a dozen Navy establishments, in 
the East, South, and Pacific North- 
west, mostly in smaller capacity—125 
to 1,000 kilowatts; and a very large 
number of DPC plants of up to 50,000 
kilowatts. 

Secrecy surrounding these plants 
precludes getting the answers to cer- 
tain questions. One of these is whether 
the list was drawn with due regard to 
certain postwar construction plans of 
the services. For example, a very large 
government hospital construction pro- 
gram. may be necessary after the war, 
or an extensive enlargement of present 
facilities may be needed. A number of 
generating plants were built to serve 
existing hospitals which may be re- 
tained, or enlarged. Similarly, a num- 
ber of munitions plants may be held in 
stand-by condition for defense reserves 
by the government. Reasonably, the 
generating plants involved, especially 
in more isolated locations, would be re- 
tained also. 
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en. a tremendous expansion 
of coke capacity has taken place 
incident to the war. Unlike the gen- 
erating plants, all, or nearly all, this 
increase has been through private in- 
dustry. In the greatest construction 
program since 1927, a total of 953 by- 
product coke ovens of a rated annual 
coke capacity of 5,220,610 tons was 
completed in 1943. As three ovens 
failed during that year, and reportedly 
were abandoned by the operators, this 
meant a net gain of 950 ovens. At the 
end of the year 14,253 by-product coke 
ovens of an annual coke capacity of 
71,378,408 tons were actually in ex- 
istence, and 528 additional ovens under 
construction. These additions had a 
reported annual coke capacity of 
2,644,663 tons. 

The beehive coke industry also re- 
corded a great increase—a net gain of 
1,371 ovens in 1943 over 1942, rais- 
ing the number in existence at the close 
of 1943 to 17,666, of an annual coke 
capacity of 11,230,396 tons. 

Surplus gas used or sold for indus- 
trial purposes and distributed through 
city mains represented 50 per cent of 
the total revenue derived by by-prod- 
uct ovens from sale of all by-products 
in 1943 by these ovens. Forecasts by 
Bureau of Mines surveys indicate that 
the postwar future favors the by- 
product oven, with some displacement 
of beehive coke, perhaps entire dis- 
placement as a source of metallurgical 
fuel in future, except for stand-by 
purposes. 


des opens an interesting field of 
discussion which space does not 
permit, beyond certain generalizations. 
As indicated above, sale of industrial 
and utility gas by by-product ovens is 
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only a part of their business. A major 
part of their output is in chemicals— 
light oil and coal tar products. There 
is an infinite list of such products al- 
ready, and the postwar chemical out- 
look points to a fascinating variety of 
additional ones. 

Plastics, synthetic rubber, aviation 
gasoline, pharmaceuticals, and dye- 
stuffs are only a few outlets for benzols, 
cresols, phenols, cresylic acid, pyridine, 
and other derivatives of by-product 
coking. 


It so happens that the Alien Prop- 
erty Custodian holds a thick folio 
of enemy patents dealing with many 
of the processes involved. Logically, 
the by-product ovens in private hands 
will use these processes. A twist of 
circumstances could mean their use by 
other hands, however, in any excess 
coking capacity that might exist, and 
which might be taken out of private 
operation for the purpose. This does 
not seem likely at this stage, but it is 
a pertinent thought. 





Regulation As Traffic Cop 


6 ae Bonne is, I believe, both a principle and a method of rec- 
onciling conflicting interests [as between public and 
private enterprise | if all parties could adopt them. Consider the 
traffic cop and what he means. Is he a restraint of liberty or a 
facilitator of movement? Is he a symbol of efficiency or a badge 
of frustrated desire? Is he a figure of tyranny imposing immo- 
bility on impatient citizens, or is he a free spirit of democracy 
exercising orderly control? He is, of course, a symbol of flext- 
bility, of intelligent direction which leaves the individual the 
maximum freedom to choose his course and pursue his own 
devices so long as he does not endanger the lives and interests of 
his fellows. Politically and industrially, we have to ponder the 
function of the policeman on point duty. Our task, too, is to 
keep the traffic moving; to produce the largest volume of goods 
and services within the disciplines imposed by social standards. 
It gets us nowhere to argue about the wisdom of the bylaws; 
that’s much the same as questioning the umpire’s decision. And 
I acknowledge the force of the objection that it is all right so 
long as both parties observe the rules.” 
—G. L. Woon, 
Dean of the faculty of commerce, 
University of Melbourne, Australia. 
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Tomorrow's Sky Trains 


A bit of glider history, the amazing wartime de- 
velopment of the motorless plane, and its peacetime 
possibilities in the transportation field. 


By ROBERT M. HYATT 


SoutH PLAINS ARMy AIRFIELD, Texas, 
Dec. 25—(UP)—The first double pickup of 
gliders was successfully attempted last week 
at the South Plains Army Airfield in Texas. 
The tow planes pick up the gliders with the 
plane in flight. An instant later the glider is 
in the air. 

¥ 


o the casual observer, the above 
Tove newspaper release probably 
means little or nothing. But to 
many aviation authorities and aircraft 
executives it is one of the most im- 
portant announcements of the year. It 
presages the day when, according to 
the predictions of such eminent air 
minds as Donald Douglas, Jack North- 
rup, Carl B. Squire, Thomas Wolfe, 
and Dwight Whiting, to name a few: 
“Within five years, multimotored 
planes will be towing trains of huge 
cargo and passenger gliders across the 
nation on regular trips.” 

Pullmans in the sky! Hundreds of 
passengers relaxing in the silent, 
vibrationless cabins of luxurious 
gliders — trains of enormous cargo 
gliders shuttling across the nation 
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hauling hundreds of tons of freight— 
California fruit and vegetables de- 
livered on eastern markets in the dead 
of winter within ten hours after pick- 
ing—vital express shipments hours be- 
fore railroads could transport them, 
and at rates not much higher. 

These are some of the miracles that 
tomorrow’s transportation picture con- 
tains. There is no romantic wishful 
thinking about it; the whole structure 
is grounded in solid logic—only await- 
ing the day when reduced military re- 
quirements permit more extensive con- 
sideration of peacetime pursuits. (The 
armed forces are—and have been for a 
long time — using the tandem glider 
idea in transporting troops and sup- 


plies. ) 


ee touching on the industrial 
possibilities of this newest transit 
scheme, let’s glance at a bit of glider 
history. Fifteen years ago a bunch of 
“crazy kids” in scattered parts of the 
country were just waking up to the 
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fact there was great pastime in flying 
motorless aircraft. That there was also 
a great potential commercial field in 
these then unwieldy craft they hardly 
guessed. Gliders of the type these kids 
built and flew then were nothing to 
write home about—fickle crates that 
often ended up disastrously ; neverthe- 
less the youngsters kept at their ex- 
perimentation — designing, redesign- 
ing, perfecting. 

Soon small crowds gathered on the 
side lines, attracted by the novelty of 
gliding, most of the spectators highly 
skeptical. Crazy kids! Still year after 
year the boys plugged away, adding 
new converts, improving their craft. 
From time to time they pleaded with 
Army and Navy officials, aviation 
companies, and even private citizens 
for financial aid with which to carry 
on their work. With few exceptions 
deaf ears were turned to their pleas. 

This general indifference to gliding 
continued throughout the years, yet 
these staunch believers could not be 
discouraged. Soon regular meets were 
held in designated spots, cross-coun- 
try and altitude records were made— 
and broken. Despite the stimulus of 
foreign competition and the influence 
of foreign experimentation and suc- 
cess, little interest in gliding was mani- 
fested by America’s aviation-minded 
people, either military or civilian. But 
glider-minded Americans—how small 
their ranks !—carried on. 


ale with whom we are familiar 
and who have made news in 
aviation are numbered among these 
pioneers—Jimmie Doolittle, Lew Bar- 
ringer, Jack Laister, Randall Chap- 
man, Richard DuPont, Howard Blos- 
som, Lieutenant Chester Decker, Bob 
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Stanley (hot test pilot of the new 
Bell jet-propelled ship), Hawley Bow- 
lus—their names are legion. What 
were the fruits of these studies, plans, 
and experiments? Let’s look at some 
facts. During the long period of the 
glider’s eclipse by the power plane 
which it had fathered, these men nur- 
tured to maturity a science that was to 
become an important part of United 
States military aviation. To them we 
owe an indispensable heritage of glider- 
building know-how. Nevertheless, 
reference to world gliding records as 
they stood at the opening of World 
War II reveals that other nations 
where gliding received encouragement 
and financial backing from civil and 
military authorities dominated the 
field, notably Germany and Russia. 

With the advent of the glider-borne 
Nazi invasion of Crete, there came a 
frantic cry for gliders from American 
military and civil authorities. Almost 
overnight the erstwhile “crazy kids” 
who had been so long ignored were 
called upon to design and build military 
gliders to challenge the best the Axis 
had. 


eenreie up until this time noth- 
ing had been done in the United 
States in the way of designing military 
trainers, not to speak of multiplace and 
cargo gliders. The embryonic glider 
industry, which was then in the earliest 
stages of its development, was called 
upon to tackle problems of design, ex- 
perimentation, and mass production 
which would have staggered many an 
adult industry. In short, it was to do 
in a year what the power-plane indus- 
try had accomplished in two decades! 
They had to start from scratch. 
Organization of the industry itself, 
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TOMORROW'S SKY TRAINS 


raising capital, securing skilled person- 
nel from the already depleted man- 
power pool, is a story of heartache we 
will not go into. In spite of all these 
handicaps, in less than three years 
trainers of various types were designed, 
built, and delivered to both the Army 
and Navy; cargo and troop-carrying 
gliders followed quickly. In each case, 
according to military records, these 
ships were second to none in the world. 


Bens new designs, the product of 
advanced experimentation and 
thought as well as actual battle experi- 
ence, are in production. These ships are 
capable of carrying hitherto un- 
dreamed-of military equipment, larger 
and heavier than can be transported by 
any cargo plane or glider previously 
produced Gliders have come into 
their own. 

Practically all specifications and pro- 
duction figures remain military secrets, 
but it can be said that the United States 
now has at its disposal the finest and 
most efficient glider equipment known. 

What place will gliders have in to- 
morrow’s peacetime aviation picture? 
Naturally, there is considerable contro- 
versy on this matter. There are those 
who doubt the future expansion of the 
glider as a commercial vehicle, who do 
not accept the idea of passenger or 


cargo-carrying gliders in the transpor- 
tation field, who see no practical use for 
the glider in the feeder-line field. But 
gliding experts remember the slow ac- 
ceptance of the steam engine, steam- 
boat, locomotive, automobile, and air- 
plane; they remember that radio, too, 
was once a kid’s toy. 


HE men in the glider business are 

not discouraged by this picture. 
For every doubtful one, there are a 
hundred staunch believers who know 
gliders are practical and will play a 
major part in the development of post- 
war aviation. They know how many 
ships of war can be converted to peace- 
time use. Increasing numbers of smart 
businessmen are listening to them be- 
cause they have something to sell that 
will mean a profit in the coming day 
of keen competition. 

These men believe that air transpor- 
tation can and will compete with~rail- 
road lines, steamship lines, even truck- 
ing lines, on a favorable rate per hun- 
dred pounds’ basis for cargo carried. 
They believe that the transport glider 
of tomorrow will make this competi- 
tion possible. From a cold business 
point of view, operators are interested, 
first, in payload; second, in mainte- 
nance; third, in operating costs; and 
fourth, in initial investment per unit. 
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parts of the country were just waking up to the fact there 


q “FIFTEEN years ago a bunch of ‘crazy kids’ in scattered 


was great pastime in flying motorless aircraft. That there 
was also a great potential commercial field in these then un- 
wieldly craft they hardly guessed. Gliders of the type these 
kids built and flew then were nothing to write home about— 
fickle crates that often ended up disastrously; nevertheless 
the youngsters kept at their experimentation—designing, 


redesigning, perfecting.” 
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It is no military secret that today’s 
glider is capable of carrying a 10 per 
cent greater “payload” than a powered 
plane of comparable size. Discounting 
for the moment the highly probable 
further advances in glider design and 
construction of the future, it is also 
probable that the payload of present- 
day gliders intended for military pur- 
poses may be increased significantly for 
commercial use by the simple device of 
eliminating military equipment. With 
a minimum of redesigning, therefore, 
the military cargo glider can be con- 
verted for commercial operation. 


it is definitely possible, using a prop- 
erly designed tow-plane, to haul a 
number of cargo gliders of a desired 
payload capacity. This practice would 
prorate maintenance and operating 
costs of the tow-plane over a number 
of units. The carrier units of a glider 
train may be of varying sizes. Ask any 
railroad man how many times he has 
wished for a fractional-size box car 
and you'll see the immediate advantage 
of gliders; size of the available payload 
can predetermine the size of the glider. 

In the handling of air freight and 
express, gliders will make a deep cost- 
cut. By using cargo gliders, only the 
carrier will be spotted for loading and 
unloading; in the meantime, the tow- 
plane is working elsewhere. Compare 
the operating costs of a high-priced, 
high-powered cargo airplane, tied up 
during the tedious hours of loading and 
unloading while thousands of dollars 
invested in power stand idly by, with 
the overhead costs of a glider under the 
same loading conditions. Trailer truck- 
ers learned long ago that it pays to 
keep the “cab” moving. Suppose a rail- 
road kept a locomotive with each 
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freight car—or with every two or three 
or four cars—on every siding. Cargo 
gliders will enable the air lines to cash 
in on this fundamental principle of 
economical transportation: Keep the 
power working! 


AX transport companies interested in 
competing for volume business 
after the war find still other advantages 
in the business of the cargo glider. It 
does not need a major airport from 
which to operate. A glider can safely 
get in and out of much shorter fields 
than a powered plane of comparable 
size. In fact, its ability to descend at 
a very steep angle, even 30 to 35 de- 
grees; makes it possible for the glider 
to clear high obstructions and still get 
into short fields. The importance of this 
factor cannot be overestimated in the 
consideration of ordinary traffic prob- 
lems as well as emergencies. 

Further, the use of gliders for trans- 
port purposes literally acts to insure the 
cargo carried. And that cargo, whether 
it be mail, express, or freight, is the 
bread and butter of the air transport 
company. Use of gliders for cargo 
transport purposes eliminates fire haz- 
ards completely. This feature, coupled 
with the ability of the glider to descend 
at a remarkably steep angle of glide 
without building up excess speed and 
land at a speed just above stalling, in 
the final analysis means that cargoes 
can and will be recovered almost 100 
per cent even under crash conditions. 


5 ewe in the glider-building busi- 
ness foresee a day when gliders of 
various sizes, designed and built for 
specific purposes, will be carrying mail, 
express, and freight. They see the day 
when gliders will make possible pickup 
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Gliders in Tomorrow’s Peacetime Picture 


ma VV HAT place will gliders have in tomorrow's peacetime aviation 
picture? Naturally, there ts considerable controversy on this 
matter. There are those who doubt the future expansion of the glider 
as a commercial vehicle, who do not accept the idea of passenger or 
cargo-carrying gliders in the transportation field, who see no practical 
use for the glider in the feeder-line field. But gliding experts remember 
the slow acceptance of the steam engine, steamboat, locomotive, auto- 
mobile, and airplane ; they remember that radio, too, was once a kid’s toy.” 





and delivery service for many thou- 
sands of small towns and cities hereto- 


fore left out of air schedules. More- 
over, they expect to see postwar glid- 
ers carrying passengers as well as car- 
go. The lack of fire hazard, the ab- 
sence of noise and vibration, are selling 
points in themselves, not to mention 
the landing safety factor already de- 
scribed. Suppose the tow-plane fails: 
The glider pilot merely cuts the ship 
loose, takes over, and lands. 
Remember, a large emergency field 
is not necessary, just a strip wide 
enough to allow the low-landing-speed 
glider to roll to a complete stop. High 
obstacles to the approach do not con- 
stitute a serious hazard. Fire, which in 
power plane crack-ups kills more people 
than the actual crash, need not be reck- 
oned with. Gliders not only offer com- 
fort of mind, but also comfort in fact. 


HE biggest combat glider now in 
use is the CG-4A. Yet two others 
(the XCG-10A and the XCG-16), re- 
cently constructed, are about half again 
as large. The former will carry 6 tons 
of military equipment, while the lat- 
ter hauls a payload of 5 tons. The 
XCG-10A is a high-wing monoplane 
with a broad, deep fuselage curving 
back from a rounded nose. The wing 
span is 105 feet, length 67 feet. Huge 
clamshell doors under the tail boom 
swing out to provide access to the 
cargo compartment from the rear of 
the fuselage. The cavernous interior, 
almost 30 feet long, 7 feet high, and 
84 feet wide, is the only glider cargo 
space large enough to contain such 
bulky equipment as a fully assembled 
155mm howitzer or a 23-ton truck, 
The tow-plane picks up its glider 
train after passing over it at about 
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cruising speed. The device used in this 
pickup is rather complicated to describe 
and much of it is only military knowl- 
edge. It can be said, however, that the 
device is in great part an automatic 
windlass with hundreds of feet of steel 
cable which runs out as the tow-plane 
grabs the hook at the end. This permits 
the gliders to get into motion gradu- 
ally, much like the action of a drawbar 
connection between railroad cars. There 
is no great jerk accompanying the 
take-off. Each glider in tandem gets 
rolling and into the air in this manner, 
until all are soaring in line behind the 
tow-plane. The pilot in each glider then 
winds up his windlass until the distance 
between gliders has diminished to the 
desired distance. 


, ] ‘RUE enough, the glider industry 


still has some problems to solve, 


some obstacles to overcome, some 
prejudicial fears to allay; but it admits 
no problem, no obstacle, no fear too big 
for it to tackle. 

They are confident that the day 
is not far off when, by glancing sky- 
ward, one will see at lower levels 
the sports and pleasure-car gliders of 
his neighbors utilizing the air itself for 
free flight, and high above, in the levels 
reserved for commercial traffic, not a 
single transport plane flying in lone 
splendor, but literally scores of towed 
gliders, the sky trains of the future. 

Scores? 

Well, according to Hawley Bowlus, 
one of the pioneers in glider build- 
ing, the Russians have already flown 
as many as 21 gliders behind one 
plane! 

Is it conceivable to think that Ameri- 
can genius will stop at that figure? 





Lincoln 


CC 1. HERE is no new thing to be said of Lincoln. Nor is there 

a new thing to be said of the mountains or the sea or the 
stars. The mountains ever tower in solemn majesty above the 
drifting clouds, the mysterious sea ever sobs upon the shore, 
and the silent stars ever keep holy vigil above a tired world— 
but to mountain and sea and star men turn forever in unwearied 
homage. And thus with Lincoln. For he was mountain in 
grandeur of soul, he was sea in deep under-voice of sadness and 
mystery, he was star in steadfast purity of purpose and of 
service. And he abides. With the name of Lincoln tears are 
called from old men’s eyes, and with the name of Lincoln child- 
hood learns to lisp a patriot’s devotion. And there is no new 
thing to be said of him—what need, for such as he! But while 
the Republic stands on whose altar he laid his great mind and 
heart, while liberty is cherished, while civic virtue, and service 
and sacrifice are honored in the earth, the name of Lincoln will 
be spoken in undying love by the sons of men.” 


—Home_r Hocu, 
Justice, Kansas Supreme Court. 
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Wire and Wireless 
Communication 


BILL (HR 1665) was introduced on 

January 22nd in Congress by Repre- 
sentative W. R. Poage, Democrat of 
Texas, to provide rural telephones. This 
bill would accomplish all of the objectives 
of the earlier Hill-Patrick bills, even to 
the extent of using identical text with 
respect to proposing authority for Fed- 
eral loans to cooperatives, municipalities, 
private companies, etc., for the extension 
and improvement of rural telephone serv- 
ice. There are, however, two important 
differences : 


1. Instead of setting up an inde- 
pendent RTA, the Poage Bill gives 
such authority entirely to the REA, 
under the Agriculture Department. It 
thus becomes, in effect, an amendment 
to the Rural Electrification Adminis- 
tration Act and as such stands a chance 
of more prompt consideration by Con- 
gress in connection with other pending 
REA matters. 

2. Unlike the Hill-Patrick bills, 
which provide a fund of $100,000,000 
for loans, the Poage Bill simply ex- 
tends indefinite authority for telephone 
loans to the REA, drawn on REA 
general funds. Thus, if the pending 
Lucas Bill (boosting REA lending au- 
thority) were enacted, together with 
the Poage Bill, the REA Adminis- 
trator could theoretically make loans 
up to more than a half billion for any 
combination of electric or telephone 
projects he saw fit. 

a 


A BILL (S 376) has been introduced 
in Congress by Senator Langer, Re- 
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publican of North Dakota, to make it a 
crime for any person “to own, possess, or 
use, within the United States, any listen- 
ing device by means of which the human 
voice may be heard at distances beyond 
the normal range thereof without the 
use of a transmitting device or appara- 
tus,” unless the use of such device is 
registered in accordance with rules pre- 
scribed by the Attorney General. 
Senator Langer’s bill is designed to 
prevent unauthorized interception of 
telephone conversation, as well as surrep- 
titious “listening in” to ordinary private 
room conversations through the use of 
such devices as concealed wire or wire- 
less “pick-up” transmitters, so-called 
“bugs,” and so forth. In addition to cov- 
ering wire-tapping devices, observers 
also believed the bill’s language broad 
enough to cover induction coils and other 
listening devices which do not make use 
of physical contact with telephone wires. 


It was not clear, however, whether the 
Langer Bill would also prohibit the use 
of dictaphones or other recording devices 
for making a permanent record of tele- 
phone conversations, in the absence of 
prior knowledge and consent to the use 
of such recording devices by both parties 
to the telephone conversation. In fact, 
the bill in its original form was so loosely 
drawn that legal observers raised the 
question of whether by strict construction 
it could not be interpreted in such a man- 
ner as to make any ordinary telephone 
conversation illegal unless the telephone 
industry registers its entire operations 
with the Attorney General. 
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The bill, which carries penalties up to 
twenty years’ imprisonment and fines up 
to $50,000 for violations, was referred 
to the Senate Committee on the Judici- 
ary. 

: & & 
HE House of Representatives last 
month passed and sent to the Senate 
a bill to raise the pay of Capitol telephone 
operators to a base of $1,800 annually, 
ranging up to $3,000 a year for the chief 
operator. 

The measure was introduced January 
15th by Chairman Cochran of the House 
Committee on Accounts, and was favor- 
ably reported by the committee on Jan- 
uary 16th. It passed within a few minutes 
after being called up for action on the 
seventeenth when Mr, Cochran warned 
that telephone service on the Capitol 
switchboard might be disrupted soon un- 
less “we do something” to correct com- 
plaints of low pay. 

Capitol operators have been getting a 
base pay of $1,620 a year, with the chief 
operator receiving $2,740 and the assist- 
ant chief operator $1,800, plus an addi- 
tional 15 per cent, a minimum of $300, 
extra compensation under the special 
wartime pay law. 

The $1,800 base pay provided by the 
new bill would be increased by $60 for 
those with five years’ service, by $120 
after ten years, $150 after fifteen years, 
$180 after twenty years, and $240 after 
twenty-five years. The assistant chief 
operator would receive an annual base 
salary of $2,400. 

* 


* * x 


A part of its program for achieving 
a speedy determination of disputes 
pending in the telephone industry and 
examination of the manner in which the 
government’s wage stabilization policy is 
applicable to problems peculiar to the in- 
dustry, the newly established tripartite 
national telephone panel of the Na- 
tional War Labor Board held its first 
hearings in Washington the week of 
January 22nd. 

Seven hearings had been scheduled by 
the panel, which was established by the 
NWLB on January lst to make reports 
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and recommendations on all disputes and 
voluntary wage applications involving the 
telephone industry. Pending before the 
panel were approximately 30 disputes, 
involving 125,000 employees, and 70 
voluntary applications. Most of the dis- 
putes were transferred to the panel by 
the regional boards and had had hear- 
ings. 

Pearce Davis, chairman and public 
member, said the panel was under in- 
structions from the board to make a com- 
plete investigation of the wage problems 
of the telephone industry and their rela- 
tion to the wage stabilization policy and 
to submit a report of its findings to the 
board. He emphasized that the panel 
would not be in a position to recommend 
decisions to the board in specific cases 
until this first and most fundamental job 
was done. 

Coincident with the preparation of the 
report and the formulation of a policy 
under which cases can be decided, the 
panel was said to be proceeding with 
hearings in dispute cases in which there 
have been no hearings and preparing for 
board consideration all other cases which 
have been referred to it. 

“In order that there be as little delay 
as possible in resolving the wage prob- 
lems of the telephone industry and set- 
tling the differences between the various 
employers and unions, all of the members 
of the panel have agreed to remain in 
continuous session, six days a week,” 
Mr. Davis said. “To get the job done well 
and as quickly as possible, however, the 
panel will need the utmost cooperation 
from both the employers and the unions. 
The panel is confident it will receive this 
codperation from both sides as long as 
they understand that their problems are 
receiving proper attention.” 

He pointed out that in order to speed 
up the handling of telephone industry 
cases there has been set up in the NWLB 
Wage Stabilization Division a special 
unit whose staff is devoting full time to 
the analysis of wage data in these cases. 

ee 


pa threats by 12,000 local and toll 
call operators and 5,000 long-distance 
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operators were ended on January 24th 
after both the New York Telephone 
Company and the American Telephone 
and Telegraph Company, the respective 
employers, agreed to ask the National 
War Labor Board to grant a basic $4-a- 
week wage increase, 

The actual amount of the increase must 
be determined finally by the WLB. A 
panel of the WLB had recommended a 
$5 increase over the existing scales, which 
range from $20 to $34.:The operators 
agreed to that recommendation but the 
employers filed briefs opposing it. After 
protracted negotiations, with the inter- 
vention of the United States Concilia- 
tion Service, the phone companies agreed 
to the $4 weekly increase, thus leaving 
it to the WLB to decide whether the in- 
crease shall be $4 or $5 a week. 

The Federation of Long Lines Tele- 
phone Workers, representing the long- 
distance operators, and the Traffic Em- 
ployees Association, representing the lo- 
cal and toll call employees, had taken 
preliminary strike votes under the Smith- 
Connally Act. Under that law a second 
vote must be taken after a 30-day cool- 
ing-off period. The final vote in the case 
of the long-distance operators was to 
have been taken January 25th. 

*+* # 4 


MPLOYEES of the Lorain (Ohio) 
Telephone Company voted 39 “‘yes” 
to 16 “no” on the question, “Do you wish 
to permit an interruption in wartime as 
a result of this dispute?” in an election 
conducted by the Cleveland regional office 
of the National Labor Relations Board, 
it was announced last month. 

The strike vote was asked by the Ohio 
Federation of Telephone Workers, after 
a breakdown in contract negotiations. 

ae oe 


Lh potenent the order “unlawful and 
unreasonable,” the Michigan Bell 
Telephone Company on January 23rd 
appealed to the Ingham Circuit Court to 
invalidate a Michigan Public Service 
Commission order which would cut $3,- 
500,000 from company rates for last 
year. The appeal was filed by George M. 
Welch, company president, who asked 
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for a temporary injunction against the 
rate cut pending a trial of the case. Welch 
also asked that the rate cut be “wholly 


vacated.” 
ke Ok x 


RAL argument in the Federal Com- 

munications Commission’s proposed 
allocations above 25 megacycles last 
month was postponed to February 28th 
on request of the Radio Technical 
Planning Board, according to Bill Bailey, 
writing in Broadcasting magazine of 
January 29th. The FCC at the same time 
extended the date for filing briefs from 
February 9th to February 21st, but left 
the deadline for oral argument requests 
at January 29th. 

In a public notice on January 25th the 
commission precluded from oral argu- 
ment any persons or organizations not 
participating in the allocation hearings, 
“except that upon a proper showing, re- 
quests for oral argument will be granted 
in special cases.” 

When the RTPB requested an exten- 
sion of the oral argument date, to per- 
mit its members to prepare briefs and 
arguments, the technical group also asked 
permission for every panel chairman and 
every committee chairman to file a brief 
and argue, Although it appeared likely 
that some of the arguments would be 
consolidated, Dr. W. R. G. Baker, 
RTPB chairman, nevertheless felt that 
inasmuch as the advisory board repre- 
sents the outstanding technical men in 
the industry, they should be heard. 

Following a New York meeting on 
January 24th the RTPB issued for re- 
lease the following Saturday, a statement 
setting forth a resolution which affirmed 
that its members include the nation’s 
outstanding engineers and that they had 
access to classified propagation data be- 
fore the conclusions of Panel 2, submit- 
ted to the FCC on the closing day of 
hearings (November 2nd). 


* * * * 


MERICAN radio broadcasters, com- 
munications companies, and users 
of other radio facilities must be prepared 
for the surrender of “a certain modicum 
of sovereignty” by the United States to 
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assure more efficient control of radio for 
the benefit of mankind, Francis Colt de 
Wolf, chief of the State Department’s 
telecommunications division, said last 
month in an address in New York before 
the Institute of Radio Engineers. 

Although asserting that details of con- 
templated steps in international radio 
regulation which the State Department 
proposes would not be revealed at this 
time, Mr. de Wolf declared that “We 
have in mind a modernization of our ex- 
isting international telecommunications 
bodies, bringing them more in line with 
the necessities of present-day radio, par- 
ticularly in the field of radio interference 
and regulation.” 

Announcing that the Third Interna- 
tional Radio Conference—at which the 
United States will present its proposals 
—will be held at Rio de Janeiro next 
June, Mr. de Wolf said that two other 
steps in the State Department’s plans 
were the formation of an inter-American 
regulatory body and the holding of an 
early conference with representatives of 
the United Kingdom, looking toward a 
more efficient and economical means of 
communication between English-speak- 
ing peoples. 

Mr. de Wolf said that one problem 
indicating the need of better world-wide 
radio regulation was the tendency of dif- 
ferent groups of users of the radio spec- 
trum to collaborate to secure advantages 
against the best interests of all users. 

The State Department, he added, is 
working on a variety of other plans for 
the saving of radio frequencies, among 
them one providing for 24-hour service 
between certain points without interfer- 
ence from the magnetic pole. Government 
engineers, he said, are studying the possi- 
bilities of the so-called equatorial belt 
system and at the same time are consid- 
ering a plan which may be even better. 


NOVEL system of radio transmission, 

designed.to make possible the send- 
ing and receiving of as many as twelve 
different programs simultaneously over 
a single channel in the “very high fre- 
quency” part of the radio spectrum, was 
disclosed in a statement issued in connec- 
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tion with the opening of the winter tech- 
nical meeting of the institute. 

Called “pulse time modulation,” the 
system is described as capable of trans- 
mitting not only sound, but also “full 
color or black and white pictures” on the 
same channel, or several such types of 
programs, E. M. Deloraine, director of 
the Federal Telephone and Radio Lab- 
oratories, said in a joint announcement 
with Emile Labin, also of the Labora- 
tories, that the new system’s development 
has been going on for the past nine years, 

Describing how pulse time modulation 
sends several sound programs on the 
same frequency, Mr. Deloraine said: 

This is achieved by transforming all pro- 
grams into one series of signals which appear 
to be identical and in the form of sharp pulse 
of current. Actually, the timing of the pulses 
varies just enough in accordance with the 
speech or music transmitted to be capable of 
reproducing the programs emanating from 
the broadcasting station, with the highest 
quality, through a receiver with new devices 
which are sensitive to the timing of the pulses 
and not to their strength. 


He said that as many as twelve differ- 


ent programs are interwoven in time and 
are received simultaneously, but rese- 
lected before being converted into sound. 


* * *K * 


HE American Federation of Labor's 
three organizations in the Western 
Union system won collective bargaining 
elections in virtually all of the United 
States on January 25th, leaving CIO in 
control only in metropolitan New York. 
The election, conducted by the Na- 
tional Labor Relations Board, was the 
outgrowth of the merger of Western 
Union and Postal Telegraph companies. 
The AFL previously had represented the 
workers in the Western Union system 
and the CIO union had bargaining rights 
for Postal employees. 

The three AFL unions—the Commer- 
cial Telegraphers Union, International 
Brotherhood of Electrical Workers, and 
the Federal Labor Union—previously 
had agreed on jurisdictional lines among 
them and they will be designated as bar- 
gaining agents for certain employees on 
that basis. 
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By OWEN ELY 


The Important Pennsylvania 
Rate Decision 


) eee recent decision of the Pennsyl- 
vania Public Utility Commission, 
setting up for the first time a rate base 
and a fair rate of return for Pennsyl- 
yvania Power & Light Company, is a 
most interesting document. It discusses 
in some detail both the philosophy and 
some of the technical problems of utility 
plant valuation and rate regulation. Ele- 
ments of fair value studied by the com- 
mission were reproduction cost, acquisi- 
tion cost, historical cost, accrued depre- 
ciation, going concern value, and work- 
ing capital. In considering “earned re- 
turn,” special allowance was made for 
the burdensome character of Federal 
taxes. (See also page 257.) 

The company had submitted an esti- 
mate of about $260,000,000 as reproduc- 
tion cost of the electric plant, but, based 
on an historical review of cost indexes, 
the commission arrived at an amount of 
$203,000,000. The theory of deprecia- 
tion was considered at some length and 
the commission decided that accrued 
depreciation applicable to the electric 
plant was 15 per cent. Following are 
approximate amounts arrived at on vari- 
ous bases (net after depreciation, mil- 
lions of dollars) for electric plant only: 

Reproduction cost based on spot prices $194 

Reproduction cost adjusted to 

average prices 
Historical cost as submitted 


Historical cost less questionable items . 
Fair value 


The company’s claim of $204,000,000 
as acquisition cost was discarded as in- 


accurate. The commission did not dis- 
cuss the company’s claim of $24,000,000 
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for going concern value except to state 
that it was considered in fixing the rate 
base. Approximately $7,000,000 was al- 
lowed for working capital. Considera- 
tion was apparently given to the fact that 
current costs of labor and materials are 
considerably higher than those of De- 
cember, 1942. The relative weight as- 
signed to the various factors was not in- 
dicated, but it appears that the commis- 
sion leaned toward reproduction cost 
rather than historical cost, and allowed 
additional amounts for going concern 
value, working capital, and the present 
high level of costs. The fair value of gas 
and steam properties was found to be 
approximately $18,000,000, bringing 
total fair value to around $220,000,000. 


AN of December 31, 1942, Pennsyl- 
vania Power & Light Company re- 
ported net plant account of about $197,- 
000,000. (The amount was virtually the 
same in 1943.) The FPC staff recently 
determined original cost as about $150,- 
000,000. The write-off of approximately 
$47,000,000 would be divided roughly in 
half, one portion being written off at 
once and the balance over a 15-year pe- 
riod. Net original cost, as determined 
by the Federal Power Commission, is 
about $20,000,000 below the figures ar- 
rived at by the state commission, and ap- 
proximately $75,000,000 (or over one- 
third) below the fair value as determined 
by the state commission. 

Regarding fair rate of return, the com- 
mission considered the testimony of sev- 
eral witnesses and arrived at 6 per cent 
for the electric property, 6.5 per cent for 
the gas plant, and 6.75 per cent for the 
steam-heat rate base. These percentages, 
applied to the rate base findings, pro- 
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duced an allowable return of $13,337,- 
650. During the twelve months ended 
November 30, 1944, the company’s net 
operating revenue amounted to $11,150,- 
828 so that there is evidently ample lee- 
way between current earnings and the 
“ceiling” imposed by the commission’s 
findings. Present rates were found to 
be reasonable. 

In its discussion of revenues and ex- 
penses the commission made a lengthy 
digression to consider the effects of Fed- 
eral taxes. Some of the conclusions ap- 
pear worth quoting verbatim: 


There has been a rather widespread tend- 
ency to allow for rate purposes only the 
normal tax of 24 per cent which was in ef- 
fect in 1940, on the theory that the surtax 
and excess profits tax, subsequently enacted, 
are wartime emergency taxes and hence 
improper measures of future tax costs. Our 
objection to this view is that the govern- 
mental debt now being accumulated as a 
result of war financing will require peace- 
time taxation for its servicing and repay- 
ment, and although tax rates may not con- 
tinue at their present levels, a return to any- 
where near the 24 per cent rate appears most 
unlikely for many years to come. 


After discussing the two methods of 
computing excess profits subject to the 
Federal tax (average earnings of 1936- 
39 and the invested capital base) the 
commission stated: 


Neither of these methods is reconcilable 
with the principles of rate making as laid 
down by our courts. Thus, respondent’s 
earnings have increased over the 1936-1939 
average, but so also has its investment in 
plant. Assuming for the moment that the 
increase in earnings and plant investment 
were exactly proportional, respondent could 
not use the average earnings method to es- 
cape the excess profits tax. Neither could 
it do so under the invested capital method, 
for plant investment and outstanding securi- 
ties usually approximate each other, but 
by the method of determining invested capi- 
tal under the Revenue Act, the outstanding 
securities are automatically discounted to 
the extent of 50 per cent of the funded debt. 
Consequently, any fair value of plant in line 
with court decisions must be considerably in 
excess of “invested capital” for any utility 
which is financed fairly heavily with indebt- 
edness, and it follows that allowable return 
in a rate case must be likewise considerably 
in excess of “allowable return upon invested 
capital” for tax purposes. Hence, the only 
way for a debt-financed utility to escape 
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the excess profits tax in the face of an in. 
creasing investment in plant is to receive 
no return on the increased investment. This 
is manifestly unfair, particularly inasmuch 
as moét utilities, respondent among them, 
have increased their plant investments to 
provide the materials of war at the urgent 
request of the Federal government. 


BB commission pointed out that the 
position of the courts has been that 
a utility is entitled to earn a fair over-all 
return on plant. If it can finance a part 
of the plant with low-cost borrowed 
money, the fact that the stockholders can 
thereby increase their return above the 
6 per cent fair rate of return does not 
justify a rate reduction. But by the meth- 
od of computing invested capital under 
the present tax law this earnings ad- 
vantage is destroyed, and the net rate of 
return to stockholders may be reduced 
even below the initial 6 per cent over-all 
return. This fact was illustrated at some 
length arithmetically, by considering a 
typical case (pages 46-47 of the.report). 

The commission felt that this works an 
injustice to any utility company such as 
Pennsylvania Power, and hence it 
proceeded to reconstruct Federal taxes 
on the assumption that the company had 
been financed entirely with equity securi- 
ties. Nonrecurring tax savings were also 
eliminated. The computations are too 
lengthy and involved to describe here, 
but the net result was that 1942 taxes 
were increased very substantially and 
earnings on a revised tax basis were esti- 
mated at less than $4,000,000 as com- 
pared with the reported figure of some 
$11,000,000. In other words, the com- 
pany was given a considerably greater 
leeway for any future increase in earn- 
ings than the approximate difference of 
$2,000,000 noted above. The “allowed 
return” on this basis is over three times 
the “earned return.” 


: oe Pennsylvania commission, while 
it has not covered exactly the same 
issues as recently resulted in substantial 
rebates to customers in Michigan, has 
nevertheless taken a diametrically op- 
posed view of the Federal tax question. 
Instead of penalizing the utilities still 
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more in cases where they are unfairly 
saddled with heavy Federal taxes (due 
largely to conservative capitalization), it 
would remedy this tax error by recon- 
structing the “earned return” on a basis 
similar to “allowed return.” The decision 
is an outstanding example of independ- 
ent research and reasoning by a state 
commission, unhampered and unprej- 
udiced by the antiutility philosophy 
which so often prevails in Washington. 


» 


New England Public Service 
Company 


(Series of holding company reviews.) 


TILITY operating companies in New 
England are largely controlled by 
three holding company systems — New 
England Public Service Company 
(NEPSCO), New England Power As- 
sociation (NEPA, affiliated with Inter- 
national Hydro-Electric), and New 
England Gas & Electric. All three sys- 
tems require capital simplification and 
the first two filed plans with the SEC in 
1944. The amended plan of NEPSCO 
(superseding the original plan of Decem- 
ber 5, 1941) was filed October 24th and 
has aroused considerable interest. 
NEPSCO is a hybrid holding com- 
pany—it controls three substantial utility 
operating companies and a subholding 
company, New England Industries, 
Inc., five cotton and rayon textile 
companies, one newsprint company, and 
a pulp and plastic company. Two of the 
utilities (Central Maine Power and Pub- 
lic Service Company of New Hamp- 
shire) are controlled virtually outright, 
but NEPSCO now owns only about 40 
per cent of the common stock of Central 
Vermont Public Service Corporation. 
The utility group has been ‘worked 
over” in recent years, with realignment 
of properties, refundings, and common 
stock readjustments, which has strength- 
ened its position with respect to SEC 
requirements and improved its fi- 
nancial position. 
The relations with the industrial com- 
panies are rather complicated, due to ad- 
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vances made during lean years of the 
1930’s, but their financial position has 
now been greatly strengthened by the 
plowing back of wartime profits. How. 
ever, numerous changes are suggested in 
the plan for write-offs, debt readjust. 
ments, etc. There are minority interests 
both in the industrial companies and in 
New England Industries, but this will 
not be greatly changed under the new 
setup. 


the plan proposes that the entire 
portfolio of stocks of both utility 
and industrial companies should be dis- 
tributed to the seven classes of stock- 
holders of NEPSCO. (The company 
has no outstanding bonds.) Holders of 
prior lien preferred stocks would obtain 
60 per cent of the assets, holders of the 
“plain” preferred and other preferred 
issues 32} per cent, and the common 7} 
per cent. Within each class of preferred 
stocks the $7 series would receive 10 per 
cent more than the $6 series. 

Two classes of plain preferred (the 
so-called adjustment preferred and 
$6 convertible preferred) are outstand- 
ing in negligible amounts. All classes of 
preferred carry substantial dividend ar- 
rears, though partial payments have been 
made on the prior lien preferred stocks 
since 1939. Current arrears are approxi- 
mately as follows: $7 prior lien, $70; $6 
prior lien, $60; $7 preferred, $88; $6 
preferred, $75 ; $6 convertible preferred, 
$75 ; adjustment preferred, $88. Includ- 
ing the arrears, the total “liability” for 
the prior lien preferred stocks as of June 
30, 1944, was $28,422,446, and for the 
plain preferred stocks $26,832,584. 

The combined earnings of the sys- 
tem, and the amounts taken down by 
NEPSCO, are indicated in the accom- 
panying table on page 233. 

NEPSCO has paid out practically all 
its parent company earnings, and hence 
has only small net current assets—about 
$94,000. New England Industries, Inc, 
is slightly better off, with $135,000. 
However, as a result of plowing back 
most of the earnings of the textile com- 
panies, the five textile mills on July 15, 
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FINANCIAL NEWS AND COMMENT 


1944, had net current assets (after all 
debts) of nearly $8,000,000. The Maine 
Seaboard Paper Company had a weak 
cash position, however, and current as- 
sts were only $2,216,606 compared 
with current liabilities and bank loans 
of $2,541,802 ; the company also has out- 
standing $3,500,000 4 per cent deben- 
tures, due 1954. Keyes Fibre Company 
made a better showing with current as- 
sets of $1,432,597 versus current liabili- 
ties of $321,783 and notes payable of 
$24,000. (However, the company also 
has outstanding $1,204,500 first 44s due 
1956.) Judging from the unaudited fig- 
ures presented in the reorganization plan 
(pages 44-45) the five textile mills con- 
tributed about equal amounts to the un- 
distributed net earnings of the industrial 
group, and Keyes Fibre Company was 
almost as good a contributor, but Maine 
Seaboard Paper failed to cover its total 
interest charges. Sale of the latter is re- 
ported pending. 


O* December 27th, State Street In- 
vestment Corporation of Boston 
petitioned the SEC to order NEPSCO 
to integrate its utility system before car- 
tying out the proposed recap plan. The 
corporation, which is the beneficial owner 
of 5,000 shares of prior lien preferred 
stock, asked that NEPSCO be ordered to 
divest itself of all interests “found not 
to be part of a single integrated system.” 
Since the company’s utility properties are 
fairly well integrated or capable of in- 
tegration (with the possible exception 
of Central Vermont Public Service, in 
which it now has only a minority inter- 
est), this involves principally the sale of 


System Earnings (000) 
li Indus. NEPSCO* 


D 72 
Best 
D 6 
D 82 

355 D 44 
D 169 D 70 

437 24 


$1,370 
2,033 
2,909 
246 


Total 
$3,569 


the industrial properties. Later, several 
other groups, representing some 14,226 
shares of the prior lien preferred, made 
similar requests. A group has also been 
formed to act as a committee for the plain 
preferred stocks. SEC hearings on the 
plan were scheduled for February 6th. 

The company’s principal stock issues 
are currently quoted about as follows 
(over-counter market) : 

$7 prior lien 

$6 prior lien 

7% plain preferred 

6% plain preferred 

Common 

It appears likely that the textile mills 
will continue to prosper in the immediate 
postwar period. Hence, if the 1943 earn- 
ings of about $20 per share are assumed 
to approximate a postwar “normal” (as- 
suming some relief in Federal taxes), 
the prior preferred stocks would be en- 
titled to about $12 per share under the 
plan (60 per cent). They are currently 
selling at about 10 times this figure. The 
plain preferred stocks would be entitled 
to about $7/33 a share, and are currently 
selling at about 8} times such earnings. 
The common stock is assigned 7.5 per 
cent of the earnings or about $267,000, 
which amounts to approximately 28 cents 
a share; and the stock is currently selling 
at a little over 7 times such earnings. 
These figures and ratios are approximate 
and do not take into account minor fea- 
tures of the plan which might affect pro 
forma earnings. Unfortunately, no at- 
tempt has been made to work out pro for- 
ma income statements, although pro 
forma balance sheets are presented for 
the five textile mills and New England 
Industries, Inc, 


Parent Co. 
Earnings 
(000) 
$596 
4,322 500 
4,956 553 
2,271 611 
2,457 500 
1,251 595 
2,312 187 


Earned per Share 
on Prior Lien Pfd. 
System Parent Co. 
$19.80 
24.00 
27.50 
12.60 
13.62 
6.93 
12.81 


* . . 
Miscellaneous income, less top company expenses, taxes, and charges. 


Deficit. 
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INTERIM EARNINGS REPORTS / 


End of 12-month Period 3-month Period \ 
Period Last Prev. Inc. % Last Prev. Ine.4 
Electric-gas Holding Companies 


American Gas & Elec. Consol. ........ Nov. $231 $2.31 nc 
American Power & Lt. (pfd.) Consol. Nov. 8.94 D113 - a 
American Water Works Consol. ...... Sept. k 3 BS: “12 Lk 
Parent Co. Sept. - 04 05 
Columbia G, & E. Consol. ............ : ‘ c D7 D03 D.O1 
Com. & Southern (pfd.) Consol. ...... . . . oe ee 
Elec. Bond & Share (pfd.) Parent Co. : i 46 104 1.04 
Elec. Pr. & Lt. (1st pfd.) Consol. .... A : se = - 
Eng. Pub. Service Consol. .......+.00- | 
Parent Co. Oct. ‘ a " . ore 
Federal Lt. & Trac. Consol. .......... : ; mS : went 
Parent Co. ; 1.70 = 1.43 19 ei Mt .. BBions 
Middle West Corp. Consol. .......... 3 .94(b) .98(b) D4 35 : hese 
Bet, Pr. Be LA Comnal, oavscccccccccs 4 74 86 D14 
Niagara Hudson Pr. (pfd.) Consol. ... . 9340 . 1582 ~ DS nt a 
North American Co. Consol. ........0. , “S83 - 175 5 40 act, 
1.47 1.20 22 we .. BBous 
Public Ser. Corp. of N. J. Consol. .... ‘ 106 1.10 D4 Re a nly 
Std. Gas & Elec. (pr. pfd.) Consol. ... » $235. 1274 Be 36 ‘ : 
United Gas Improvement Parent Co. .. Dec. BSE cc a * i m in 
Consol. : oy i ne .14 a, . Bpessfi 
United Lt. & Rys. Comsol. ........200% . 1.45 i D15 es a .. Bossi 
igh 


Electric-gas Operating Companies In 
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Boston Edison 

Gentral Himowm Eo8 G:, ...6ssssececes 

Commonwealth Edison Consol. ....... 

Conn. Lt. & Power 

Cons. Edison N. Y. Consol. .......... 
Parent Co. 

Cons. Gas of Balto. Consol. ......00 N 

Delaware Power & Light Consol. .... 

Detroit Edison Consol. ........eeee0e: 

Houston Lighting & Power 

Idaho Power 

Indianapolis P. & L. Consol. .......... 

Pacific Gas & Elec. Consol. .......... 

Philadelphia Electric Sept. 

Public Service of Indiana Nov. 

POAT PIERO GAB I BICC, cia. sccsiasseccnce Nov. 

Southern California Edison Consol. ... Sept. 
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Amer. Lt. & Trac. Consol. .....2.0005 Sept. ee = a ps BW 
Brooklyn Union Gas 2.23 ‘ 30 prece 
Consolidated Natural Gas : xe < j gS Fede 
El Paso Natural Gas Consol. ......... Nov. 3.56 D1 < ae and § 
Lone Star Gas Consol. ...ccccccsssece Sept. 74 13; °D: D.16 . gre o 
Oklahoma Natural Gas Nov. 3.28 e be te ply 
Pacific Lighting Consol. ......-..e000- Sept. 3.14 10 “ed te oo Justi 
Peoples Gas Lt. & Coke Consol. ...... Sept. 631 D28 68 98 D3 stant 
Southern Natural Gas Consol. ........ Sept. 1.86 of ie eh .. g Meas 
United Gas Corp. Consol. ........00. Aug. Bs ee 
Washington Gas Light 1 236 DIG 

D—Deficit or decrease. E—Estimated. (a) Estimated pro forma earnings on new common sto 

(before sinking fund). (b) Nine months ended September 30th. 
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| na recent (January 6th) issue of the 
magazine Telephony there appeared 
in article by its Washington (D. C.) 
orrespondent, touching upon “Govern- 
went Ownership” and “Labor Rela- 
ions.” The writer states that “offhand, 
hese topics seem to be wholly independ- 
mt and unrelated,” but, as a matter of 
act, after careful scrutiny of the var- 
pus angles, it would appear that not 
ily is there a very vital connection be- 
veen the two, but “with entirely suc- 
essful treatment,’ there emerges the 
ossibility that these two “problems 
ight cancel each other out.” 

In reaching a perspective which points 
ip these two issues in their present set- 
ings of special significance, the writer 
makes this reference to the “factual 
background” ; 
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... The government ownership question 
was obviously raised by the recent introduc- 
tion of the Hill Bill in Congress—purpose 
of which was to set up a Rural Telephone 
Administration (RTA) to make loans for 
.. expanding and improving telephone service 
3 @ to farms along lines similar to the more 
familiar Rural Electrification Administra- 
tion operations. The bill would specifically 
give states, municipalities, co-ops, and other 
.. EE Public and quasi public agencies a preferred 
10 @ status for such loans and thus introduce 
for the first time in this country an element 
of permanent government operation in the 
telephone business. ; 
é. We must recall, also, that this bill was 
13 @ preceded by a barrage of criticism from the 
D57 @ Federal Communications Commission staff 
.. and several of its members against the fail- 
ure of the private telephone industry to sup- 
ply adequate rural telephone service. This 
justifies the conclusion that there is sub- 
stantial administration support behind this 
measure, that it will be reintroduced (in 
some form or another) in the new Congress, 
and that the possibility of final legislation 
along this line simply cannot be discounted. 
Now as to the labor issue: The recent 
announcement by the National War Labor 
oard of a special national panel for dis- 
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Practical Approach to Management- 
Labor Relations 
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putes arising in the telephone industry 
comes as a climax to a series of maneuvers 
in the communications field, generally with 
respect to collective bargaining, wage claims, 
and so forth. The new telephone panel is 
expected to be composed of representatives 
of the public, industry (Bell and independ- 
ent), and labor, and gives recognition to 
the National Federation of Telephone Work- 
ers, which is especially noteworthy since the 
War Labor Board has heretofore shown no 
particularly sympathetic attitude towards 
so-called “independent” unions—meaning 
a not affiliated with either the AFL or 


ergs attention to the deterioration 
of the telephone industry’s labor 
relations during the year 1944, and cit- 
ing the Thanksgiving Day strike of Ohio 
Bell long-distance telephone workers, 
which brought that branch “within the 
shadow of government seizure,” and the 
wage-increase strike threat just before 
Christmas of the employees of the Long 
Lines Department of AT&T in New 
York, as well as similar strike threats in 
other large cities, it is the view of the 
writer that “the reasons underlying this 
unsatisfactory state of affairs are, for the 
most part, war expediency.” He said: 


... The telephone industry as a whole has 
been called upon to carry a double burden 
of service with a greatly subtracted supply 
of man power and woman power and little, 
if any, assistance in the form of additional 
net revenues. ... Why was a special national 
telephone panel needed? It was doubtless 
intended by WLB to head off the ominous 
threat of strikes, now looming on the hori- 
zon, through prompt and satisfactory set- 
tlement of labor disputes in the telephone 
industry. Whether it will accomplish this 
remains to be seen. 


This then being the background on 
these two major topics of interest in the 
field of telephone-government relations, 
we come to the connection between the 
two: 
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. . . First of all, it will be necessary for 
the telephone industry, including both Bell 
and independent branches, to make up its 
mind whether it wants to appease the pro- 
moters of government ownership in the tele- 
phone industry by writing off the rural end 
of the business and even hoping to pick up 
a few crumbs of subsidy which might fall 
in the path of the private industry if the 
Hill Bill becomes law. ... 

Let us assume, therefore, that the tele- 
phone industry can and will unite in resisting 
enactment of the Hill Bill as introduced in 
the last Congress, or any similar legislation 
which will not protect the continuation of 
private enterprise, particularly small com- 
panies in the telephone industry. 

How can the industry best accomplish this 
objective? ... 


Then, before an answer is given to that 
question, the reader is told of an episode 
which happened as recently as last fall 
in the state of Washington: 


. . . More than two years ago, a leading 
figure in the labor movement in Washington 
expressed surprise that management of a 
privately owned electric utility there did not 
come to the labor leaders for active aid in 
fighting public ownership and operation in 
the power field. 

This public power movement has made 
great strides in Washington and last year 
when a statewide referendum on the sub- 
ject of allowing public utility districts to 
merge for the purpose of acquiring entire 
electric systems came up for public approval, 
political observers were inclined to write off 
the private power industry of Washington 
as a dead duck. 

But electric utility management in Wash- 
ington finally decided to talk things over 
with labor leaders. As a result, this manage- 
ment made the interesting discovery that in 
time of trouble the best way to beat social- 
ism is to call on the loyalty of the employees 
of private enterprise for active coOperation 
and assistance. It did so in this instance and 
the referendum was beaten and beaten bad- 
ly in the election of last November. The 
workers went out and rang doorbells and 
labor leaders made moving speeches in favor 
of private enterprise. 


N the opinion of the Telephony writer, 
“there should be no mystery about 
this natural alliance based on mutual 
loyalties and experience. It ought to be 
self-obvious.” The article continued: 


. . . Yet we see as much confusion on the 
side of labor or some branches of labor as 
we do on the side of management. If the 
tragic events of the past decade of blood- 
drenched history have proved anything at 
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all, they have shown the following truths: 


(1) When a labor movement tries to ap- 
pease or collaborate with an aggres- 
sive government at the expense of 
private enterprise, it becomes itself 
absorbed, dominated, and its privi- 
leges restricted if not destroyed. 
When private industry tries to ap- 
pease or collaborate with an aggres- 
sive government to save its own hide 
at the expense of demands of labor, 
it becomes itself absorbed, domi- 
nated, and its privileges restricted 
if not destroyed. 

(3) If labor and management unite on 
a basis of mutual confidence and 
loyalty in the continuation of pri- 
vate enterprise it can check aggres- 
sive government persecution and 
regimentation with the overwhelm- 
ing approval of public sentiment. 

Cite the authorities for these generaliza- 
tions? All right. Remember the labor move- 
ment in prewar Nazi Germany under the no- 
torious drunken leader Robert Ley, who be- 
trayed it, sold it down the river, and enslaved 
it body and soul to: Hitler’s lunatic program? 
Where is the right to strike or bargain col- 
lectively in Germany today, or, for that mat- 
ter, even before the outbreak of World War 
II? These privileges have vanished amid the 
echo of phony speeches and pitiful receipts 


for advance instalments on  Strength- 


Through-Joy, popular automobiles, etc. Re- 
member Thyssen, Stinnes, and other right- 
wing German industrialists who thought 
they could do business with Hitler? Where 
are they today and what rights has private 
business in Germany ? Perhaps it is not polite 
to talk about it, but we have pretty much the 
same picture in Soviet Russia where there 
is no right to strike or bargain collectively, 
and where public ownership is supreme. 
We can’t remind labor too often that the 
only place the right to strike and bargain 
collectively exists today lies within private 
enterprise, even here in our free United 
States. Go to work for the state or city, or 
the Federal government, and see what hap- 
pens to your right to strike or bargain col- 
lectively. Public ownership, as generally 
practiced, has put an end to the rights of 
labor so quickly that labor did not realize 
what had happened until it happened. 
Example? For many years the Transport 
Workers Union dealt collectively and satis- 
factorily with the subway companies of New 
York. But as soon as the city acquired 
these properties these same unions found 
they no longer had the right as city em- 
ployees to bargain collectively. Mayor 
Guardia told them what to do. | ‘ 
It probably was a sudden, shocking reali- 
zation of this fact among responsible labor 
leaders which led to the last-minute settle- 
ment of the Ohio Bell long-distance opera- 
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WHAT OTHERS THINK 


tors’ strike. Seizure of the properties by the 
government would put an end not only to the 
strike but to the settlement of the workers’ 
demands as long as the government con- 
tinued in control of the properties. 


W ITH these factors in mind, it is then 
pointed out that, since free enter- 
prise and free labor can only exist hand 
in hand, herein lies a basis for an indus- 
try-wide rapprochement, which would 
at the same time eliminate any serious 
threat of government ownership inter- 
vention. The article continues: 


... It might also go a long way towards 
aiding the industry to get a better public 
hearing in cases where future rate relief 
may be necessary. After all, if management 
cannot look for loyalty inside of its own 
organization, it can’t look for loyalty out- 
side. There is no question but that such 
loyalty exists. But there is so much confus- 
ion in the atmosphere that even the most 
sincere men and women of good will are in 
danger of being twisted around. 

... talking this thing over between man- 
agement and labor—this much bigger thing; 
namely, the threat of government ownership 
—ought to smoke out a lot of little thorns 
and burrs which have fretted employee re- 
lations. Sometimes trivial concessions on cer- 
tain working conditions, abolition of useless 
or vexatious regulations, and generally treat- 
ing employees more like persons and less 
like suspects or inmates of some institution 
will, in turn, establish a gracious sense of 
gratitude which will respond eagerly in favor 
of a friendly management. Admittedly, 
educational work would have to bring both 
sides to accept this truism: That free 
labor and free private enterprise cannot ex- 
ist independently of each other. This is not 
always understood by everyone. Some man- 
agements still fail to recognize that half a 
loaf shared with labor is better than a whole 
loaf swallowed up by government compe- 
tition or taxation. There are some labor or- 
ganizations (fortunately not noticeable in 


the private telephone industry) which have 
become so infiltrated with foreign and dis- 
torted political notions that they do not hesi- 
tate to place their vague ideological objec- 
tives ahead of their true and proper labor 
objectives. ... 

The telephone workers, organized and un- 
organized, are not so silly. We can say that 
categorically, because really radical units 
have never been able to make the slightest 
headway in the telephone industry. And so, 
we do not have to contend with a labor move- 
ment in the industry which is so mixed up 
as to prefer government ownership because 
of some crazy notion that getting on the 
government payroll would mean more secu- 
rity and better employment opportunities. ... 

Yes, men and women in the telephone in- 
dustry will respond quickly enough to the 
proper treatment and the proper educational 
methods with a shrewd acknowledgement 
that their own best interests are bound up 
with the continuation of free private enter- 
prise. When that realization becomes univer- 
sal the industry will be in a position to take 
on, with full confidence, anybody who thinks 
he can make an inch of headway in the di- 
rection of socializing the telephone business. 


The impression remains, in reading 
this article, that—while it was addressed 
especially to the telephone industry—it 
voices truths of great significance to 
other sections of the utility industry. The 
continued broadening of the activities of 
Federal and other public power projects 
confronts the established private electric 
companies in many sections of the coun- 
try. The Washington state episode men- 
tioned presents a practical illustration of 
a specific instance where management 
and labor worked together, with an un- 
derstanding that their interests are mu- 
tual. As a suggestion to other private 
utilities, its value does not need to be 
diagramed. 

—R. S.C. 





“A Portrait of TVA”—Artistic, but Slights 
Salient Features 


iy turning the pages of “The Valley 
and Its People,” a pictorial story of 
TVA’s activities and accomplishments 
in the Valley and among its People, one 
is instantly aware that it is a unique and 
effective presentation of a great under- 
taking, 
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Not only are the many scenes, photo- 
graphed by TVA’s graphics depart- 
ment, under the capable direction of 
Charles Krutch, varied and artistic, but 
one is impressed that the text is not to 
be skimmed over lightly—it is beauti- 
fully composed and compels attention. 
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Written by R. L. Duffus, of the edi- borhood handled in the neighborhood. It is 


torial staff of The New York Times. it lines of communication and mutual aid, not 
' running out of the valley to a far-off capital 


tells a revealing story in simple and and then back again, but up and down and 
readable style. The author has an inter- across the valley. ... 
est in people as human beings, and These facts are the essence of TVA. Po- 


writes with considerable understanding ae g ne Em oe o by a org apes 
f the problems and changes in the val- Scisling’ eaclal aud dehuaie Gauinen or 
0 pt , ge éxisting social and economic conditions es- 
ley, during TVA’s extensive develop- tablished the nature of the experiment. 

ments, touching electric power, flood con- The principle, if not the exact pattern, can 


trol, soil conservation, and many other - — vp eg It = be “sae in 
e_ eye : e Dasin 0 e Colorado—a river nowin 
activities which not only have affected deep in the earth through arid a Pretoey 
the daily lives of the people, but have coming down at last to a rich delta country. 
made their impact upon industry in that It could be applied to the Columbia, with its 
section. two mighty dams, the irrigable land of its 
Th bibs f : headwaters, and the as yet infant industrial- 
e combination of text and pictures ism of its downstream areas. It might be 
supplies in vivid manner the contrast in applied to the Connecticut, the Delaware, the 
valley scenes of ten years ago compared Arkansas, and other valleys still. . . . 


i ... power will always be a factor of con- 
wr > et of today. wand A vr trol over men’s lives. Herein lies the argu- 
given to the numerous dams and power ment for public regulation and for a large 
houses, and the manufacturing opera- measure of public ownership. Changes in 
tions in industries using TVA power, as the derivation of power, whether from water 


well as its application i ri or from steam or from some new source not 
PP on in various other easily foreseen, will not affect this argument. 


ways, especially on the farms. It is affected, however, by the manner in 
which control is exercised. A nationally 
N view of the widespread interest owned power system, with, so to speak, a 





which has been created in TVA master switch in Washington, would be a 
frightening thing for a Jeffersonian to con- 


through its extensive publicity, it seems template. On the other hand, the Jeffersonian 
likely that this book will have a large might be willing to accept a power system 


audience. Its typographical excellence physically interconnected at all possible 


; : points, with certain essential national policies 
alone will attract many, who, if they nationally agreed upon, but with all sorts of 


read the text, may well be convinced that local agencies, both governmental and co- 
this government project points the true dperative, having a say as to the local uses 
way to the future of electric service of energy. 


throughout this country. This seems to In this outline of a “national power 
be the conclusion of the author. In the system,” we have a picture of the “dream 


closing chapter, he says: of the planners.” It is to be noted that it 


_An attempt has been made in this book, in contemplates the rendering of electric 
pictures and in text, to show what the TVA service throughout the country by “gov- 
idea is. Perhaps we can now say that it isa ernmental and codperative agencies.” No 


kind of wedding of the ideas of Alexander . . . 
Hamilton and the ideas of Thomas Jeffer- mention at all is made of private power 


son. It is Hamiltonian because it originated | Companies, which today provide the great 
in the national capital and called for an ex- bulk of service to industry and resi- 
tension of the Federal authority.... And dential users 
while Alexander Hamilton makes great plans AOU oe ee . 
and exults at the sight of factories so big Whether this is simply an expression 
that no one could ever get around them on of the author’s personal views is not 
——-* is a ge ae = —_ up known. It does reflect, however, the atti- 
and down ing to people, showing them i 
lave, ond derourtatier aclabhiiée ts eork t0- tude of the more ardent of eo 
gether of their own free will. TVA is Jef- POWer proponents. And, emphasized as 
ferson, too. it is in this book, it may well leave many 
This is regionalism, to give it the long, a reader of its pages with the conviction 
dull word. It is talking across the fence with that such an outlook, based upon this 
the man next door, not going to Washing- {TVA i h <= aah 
ton to get someone to come down from there story 0 2 accomplishments, 1s m 
and talk to him. It is problems of the neigh- to be desired. 
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VEERY HOPEFUL NEWS 


Such an objective on the part of the 
public power promoters is not, of course, 
“news” to the private electric industry. 
Reference is made to it here because in 
this interesting and attractive book a “na- 
tional power system” is so frankly advo- 
cated as the logical and ultimate objective 
to be attained in the service of electric 
power in this country. Naturally, to those 
who know the record of the private elec- 
tric industry (its contribution to the war 
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effort, for instance) the thought at once 
arises when confronted by such a pro- 
posal—“Why adopt a European system 
of utilities service which, over the long 
range, with its own monopolistic posi- 
tion secured, has never rendered the 
quality nor the extent of service fur- 
nished by the private utilities in the 
United States ?” 

One might suggest that before the 
reader allows himself to be carried 
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away by Mr. Duffus’ “national power 
system” idea, he should inform himself 
about certain additional elementary facts, 
such as who or what is responsible for 
the present stature of the American 
power industry, as an industry in 
general. 

And one is also prompted to comment 
that while TVA has undoubtedly con- 
tributed to the industrial activities in the 
valley, the impression given in this book 
that the development of the natural re- 
sources in that region—in metals and 
chemical resources—is all due to that 
project, is quite misleading. 

The fact is, as is well known to all 
who have been familiar with that section 
for the last twenty-five years, that the 
mining of copper and zinc, the reduction 
of bauxite ore to produce aluminum, the 
making of chemicals and electric steels, 
as well as the many knitting and other 
textile mills and a miscellany of manu- 
facturing, were established long before 
TVA came on the scene. 

These enterprises were all (with the 
exception of the aluminum works which 
had their own hydro plants) operated on 
electric power supplied by the private 
power companies then doing business 
there. 

Those developments, too, both the 
power companies and the industries, 
were all made with venture money—just 
another example of the countless ones in 
this country, where individuals risked 
their money in ventures which became 
sound enterprises and helped to build 
that section industrially. 

It is noticeable that TVA reports and 
press releases, reciting its growth, give 
the impression that all industrial growth 
has occurred as a result of its power fa- 
cilities. The stimulus of war upon in- 
dustry is the real reason for its rapid 
growth in electric output. What its situ- 
ation may be after the war ends remains 
to be seen. 

In telling the story, from the early 
days, of the entry of the government 
into the production and sale of hydro- 
electric power on a vast scale, through 
the agency of the Tennessee Valley Au- 
thority, the author outlines various inci- 
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dents of moment which are a part of the 
historical background in Tennessee val- 
ley developments; cites the steps which 
led up to the creation of TVA; quotes 
the late Senator Norris as saying that it 
was “a 12-year struggle waged on behalf 
of the common people against combined 
forces of monopoly and human greed”: 
states that the President wished TVA to 
serve as a “yardstick,” but that the “yard- 
stick idea was destined to lose its im- 
portance”; and observes that “in the 
minds of both the President and Senator 
Norris the act stood for a bold experi- 
ment in the public production and distri- 
bution of electric power. 


HEN, touching upon the problems 

met with in its first five years, the 
writer states that “private enterprise was 
attacking its foundation in law. ... TVA 
was building transmission lines . . . It 
had adopted a power policy ‘to serve cer- 
tain definite regions,’ whether or not this 
step ‘would injure a privately owned 
utility’... TVA was going to be tough 
if necessary. One had to be tough in the 
electricity business.” He continued: 


What was Iaunched during that first year 
went ahead, with some modifications and 
some interruptions. The modifications were 
the result of experience. The interruptions 
were deliberate, and intended to be lethal. 
Private power companies were aroused, as 
was only natural, by what they considered 
an invasion of their territory and their rights. 
During the first five years of its existence 
TVA’s constitutional authority was ques 
tioned in 57 cases and its operations were 
impeded by 26 injunctions, of which all but 
one were later dissolved. 

No one could say that TVA’s opponents 
didn’t have a right to bring their case to 
court and to argue it before the public. 
There was an issue concerning which honest 
men could disagree and these were the 
democratic ways to settle it. 

But not all the fighting was fair. There 
were misrepresentations. It was said, for ex- 
ample, that TVA was using the taxpayers 
money to produce electricity at costs that the 
private companies couldn’t meet. As a mat- 
ter of fact, TVA’s wholesale rates—what tt 
actually got for its electricity—were not 
much, if any, below the prevailing level. The 
private companies could meet them. The 
radical cuts in price were retail cuts, de 
termining the rates at which communitits 
and codperatives resold to their citizens of 
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members the current they bought from 
TVA. TVA wanted these retail rates 
brought down as low as possible, and so 
stipulated in its contracts. But it didn’t bene- 
fit from them, except as low rates made for 
wider use, and wider use helps anyone with 
goods to sell. 

This statement as to rates does not 
quite tell the whole story. Private elec- 
tric companies must establish rates upon 
an “allowable rate of return” basis. TVA 
was bound by no such economic or legal 
factors. It fixed its rates by arbitrary 
fiat, with residential rates so low as to 
upset all private company retail sched- 
ules in that section. As a natural out- 


® come, the lure was so attractive that a 


wave of public ownership sentiment 
swept the valley. Practically every com- 
munity clamored for TVA service and, 
as an “assist,” the Federal government 
offered them long-term, low-rate loans— 
plus outright gifts—to build competing 
distribution systems. 

Quite obviously, TVA did adopt a 
“policy,” as the author mentions, “with- 
out regard to its injury to privately 
owned utilities.” 


sa matter of fact, the real answer to 
TVA’s low rates cannot be so easily 
dismissed, as it is in Mr. Duffus’ com- 
ment. TVA’s money for its extensive 
electric power developments comes from 
the Federal government. The taxpayers 
—all of them in the United States—sup- 
ply the government with that money. It 
follows logically then, that the individual 
citizen taxpayers from Maine to Cali- 
fornia, and from Michigan to Texas, 
are contributing to give the Tennessee 
valley people their low electric rates, and 
if the same principle were extended in 
every other section the sectional advan- 
tages would largely cancel each other out, 
with the possible exception of public job 
holders. 
On the question of taxes, the author 
has this to say: 

It was also asserted that TVA could un- 
dersell because it didn’t have to pay taxes. 
It did pay sums in lieu of taxes, these sums 
being percentages of gross proceeds from 
the sale of power, duly prescribed in the 
TVA Act. In 1938 taxes or sums in lieu of 
taxes paid by TVA and its municipal or co- 
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Operative customers were just about equal to 
what private companies paid. (By 1943 they 
were considerably greater than what the 
private companies had paid.) 


To make the tax matter a bit clearer, 
so that his readers might have the true 
comparison, Mr. Duffus would have to 
call attention to the “total taxes” paid by 
private electric companies. According to 
TVA figures, the amount which it paid 
in 1944, “in lieu of taxes,” was about 7 
per cent of its gross receipts. The private 
companies paid in actual taxes approxi- 
mately 24 per cent of their gross receipts 
in that period. Such a contrast suggests 
the very great advantage enjoyed by 
TVA in its freedom from the tax burden 
carried by private utilities. 


s to the legal complications with 

which TVA was faced, the author 
says “in reality only two questions were 
presented: first, were the policies and 
actions of TVA within the scope of the 
Tennessee Valley Act; second, was the 
act itself constitutional ?” 

After reciting the history of some of 
the many lawsuits, Mr. Duffus makes 
special comment upon the opinion written 
by Circuit Judge Florence E. Allen: 


Judge Allen’s opinion is one of those rare 
judicial marvels of clear statement which 
the most literal-minded layman can under- 
stand without a translator. The complainants 
sought “to enjoin the further construction 
of TVA dams now in process of construction 
in the Tennessee valley, the construction of 
new dams in such valley for which specific 
appropriation has been made by Congress, 
and the operation for generation and sale 
of electric pover of all TVA dams built 
and to be built.” Had this injunction been 
sustained, what was left of TVA could 
easily have been swept up with a whisk 
broom. 

The court sat for seven weeks and ex- 
amined 1,100 exhibits. Judge Allen’s opin- 
ion covers a bare 27 printed pages. It found 
no evidence of “coercion, conspiracy, 
malice, or fraud.” It found “overwhelming” 
proof that “the mandatory provisions of the 
statute that navigation and flood control be 
given primary consideration, both at the oth- 
er dams, built and planned, and at Norris 
dam, is at all times scrupulously followed, 
and that the statute is neither violated nor 
exceeded.” Finally, it held that the TVA 
Act was an exercise of the constitutional 
powers of Congress, that its objectives were 
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legitimate, that the high dams and power 
houses were “an appropriate means to ac- 
complish these legitimate ends,” and that 
there was no invasion of the rights of the 
states. The complaining power companies 
were told that they had “no immunity from 
lawful competition, even if their business 
be curtailed or destroyed,” and their suit 
was dismissed. 

Fourteen of the petitioners carried the 
case to the Supreme Court, which decided on 
January 30, 1939, that they had suffered no 
grievances which entitled them to bring suit. 
The form of this decision did not admit a 
ruling on the question of constitutionality, 
but the Supreme Court’s approval of the 
lower court’s procedure was manifest. 


Thus, in this book is presented, in 
word and picture, “A Portrait of TVA.” 
One cannot help but realize from a perus- 
al of its pages that profound changes 
have come to the valley since the advent 
of TVA, with consequent benefits to its 
people. This portrait would be more com- 
plete, however, and more authentic, if 
the observations of the author regarding 
the private power companies did not re- 
flect so critically upon them. Perhaps it 
is too much to expect otherwise. 

Even so, as is well known to everyone 
who has followed TVA’s activities, its 
every move was calculated to drive pri- 
vate companies out. 

Their only alternative was to seek 
adjudication of their rights in the courts. 
Mr. Duffus touches upon this phase in 


some detail. But he does not make clear 
that the end result was that these com- 
panies were forced out of business by 
TVA. It is axiomatic that private busi- 
ness cannot compete with government— 
they had to sell out. Today they are gone 
from the scene. 


ion conclusion is inevitable, after 
reading so attractive a book as “The 
Valley and Its People,” which presents 
such an alluring picture of the promised 
advantages to be realized in more of 
these river basin developments, that 
there is much which people are entitled 
to know, but which is not revealed in 
this book. 

With all the agitation these days for 
more TVA’s—along the Missouri, the 
Columbia, the Arkansas, and other rivers 
—the move is apparently already under 
way to crisscross the United States with 
a “national power system.” 

“The Valley and Its People” is a book 
which has much instructive information 
for those in the private electric industry 
—not only in its text and pictures, but 
in what may be read between the lines. 


—R.S.C. 


THE VALLEY AND Its Peopte. A Portrait of 
TVA. By R. L. Duffus and Charles Krutch. 
Alfred A. Knopf, New York, N. Y. 1944. 
167 pp. Price $2.75. 





Biography of a Scientific Prodigy 


YEAR ago in a New York hotel a 
lonely man of eighty-six died, leav- 
ing very little of this world’s goods be- 
hind him. He was Nikola Tesla, a native 
of Yugoslavia, who came to the United 
States late in the nineteenth century to 
reach the height of international fame as 
the inventor of modern alternating cur- 
rent technology. Tesla finished out the 
long and somewhat bleak autumn of his 
life in a manner which struck a few as 
evidence of genius and others as eccen- 
tric, if not fantastic. 
A sympathetic yet honest and pene- 
trating biography of Tesla was recently 
published under the especially well-quali- 
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fied sponsorship of John J. O'Neill. 
O’Neill sketches the rise of Tesla from 
an obscure second-year student at the 
Polytechnic Institute in Gratz, Austria, 
who in an inspired moment visualized 
the principle of an alternating current 
dynamo which would not need a com- 
mutator. Tesla’s AC dynamo brought 
prompt recognition from the shrewd 
American electrical wizard, George 
Westinghouse, who offered Tesla a mil- 
lion dollars plus royalties for the latter's 
AC patents. It was also specified that 
the royalty be $1 for every horsepower 
of every motor and dynamo manufac- 
tured. 
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Some idea of the warm, human quali- 
ties of Tesla can be obtained from the 
fact that when actual production re- 
vealed the impracticality of such an ar- 
rangement and the reorganized West- 
inghouse Company forced the reluctant 
Westinghouse to escape from the royalty 
terms, Tesla without hesitation tore up 
the contract, solely as a favor to West- 
inghouse. 

Never a good businessman or man- 
ager of his own affairs, Tesla pro- 
ceeded to spend the million dollars in 
fantastic experiments and rather liberal 
personal entertainment. 


uT if he was not a good business- 
man, he made up for it in show- 
manship. ‘At the peak of his career, dur- 


DIGNIFIED COLONIAL CRIERSe 
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boat operated by radio control in Madi- 
son Square Garden and threw in the first 
practical demonstration of wireless trans- 
mission. He blazed the way for the elec- 
tronic tube, fluorescent lighting, and 
made his name almost synonymous with 
magic with the perfection of the Tesla 
coil. 

At Colorado Springs he produced the 
first bolts of man-made lightning and 
transmitted power without wires for con- 
siderable distances. He also perfected a 
sure-fire vaudeville trick which, inci- 
dentally, developed a technique which 
has since come into multiple practical 
uses,—in his experiments with high-volt- 
age, high-frequency current conducted 
through his own arm and fingers to light 
an electric bulb, apparently without 


ing the nineties, Tesla demonstrated a wires. 
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But O’Neill sketched the unhappy side 
of Tesla’s personality—his supreme ego- 
ism which made him a rival if not an 
enemy of the giant mentalities which 
thrived contemporaneously in that heroic 
age. Although an intimate friend of lead- 
ing figures in other than scientific fields, 
such as Mark Twain, Rear Admiral 
Richard Hobson, William K. Vander- 
bilt, Tesla became an avowed enemy of 
Edison and Einstein as well as a pretty 
sharp critic of Marconi. He refused the 
Nobel Prize in 1912, both because it had 
been awarded to Marconi previously and 
because he was supposed to share it with 
Edison. 

Although his own academic back- 
ground gave him no particular right to 
patronize the more empirical type of 
genius exemplified by Edison, Tesla 
nevertheless insisted upon a distinction. 
He considered himself a discoverer of 
important fundamental principles, while 
Edison was a mere inventor or clever 
improvisor upon the obvious. 

Yet Tesla’s “intuition,” which was 
something akin to barefaced mysticism, 
and his explanation of the divine 
“flashes” of genius do not seem to make 
any more common sense than some of the 
ravings of Nietzsche, who could only 
convince Germans, but nobody else, that 
they were supermen. True, some of 
Tesla’s alleged “flashes” produced some 
startling results, such as his AC dynamo, 
already mentioned. They also produced 
some pretty questionable theories if not 
actual “flops.” In this category we might 
put his “death ray” and his insistence 


that his dynamic theory of gravity, 
which he devised in 1893, would “put an 
end to idle speculations and false concep- 
tions, as that of curved space.” 


H° remained to the end an implacable 
opponent of Einsteinian relativity 
and all of its implications. Although O’- 
Neill had himself an almost romantic at- 
tachment to Tesla, going back to the time 
when as a fifteen-year-old schoolboy 
O’Neill wrote a poem praising the 
genius, he does not overlook these blind 
spots in his hero’s many-faceted make- 
up. Nor does he fail to tell us of the hu- 
man side of Tesla, his career for almost 
a decade as a one-man feeding station 
for all the thousands of pigeons flying 
daily about the spires of St. Patrick’s 
cathedral in New York, about Tesla’s 
idealization of women but his refusal to 
have anything to do with them, even to 
the point of snubbing Sarah Bernhardt. 
This is O’Neill’s first book but he will 
be easily remembered for his volume of 
scientific writings. O’Neill was awarded 
the Pulitzer Prize in 1937 and the Cleve- 
land Medal in 1938. This is not to sug- 
gest that there is anything cold-bloodedly 
scientific about O’Neill’s biography of 
Tesla. On the contrary, it would seem 
from this book that O’Neill has been 
hiding his literary light under a special- 
ized bushel. The Tesla biography is not 
only profitable but enjoyable reading. 
—F, X. W. 


PropicAL GeENtIus: The Life of Nikola 
Tesla. By John J. O’Neill. Ives Washburn, 
New York, N. Y. 322 pp. Price $3.75. 





Running Down “Dam”’ 


a it was started by lobbyists 
opposing the President’s plan for 
seven more “TVA’s,” but, wherever it 
originated, there was a rumor going 
around Washington recently that while 
one government agency was trying to get 
a stream drained at its mouth in Minne- 
sota, another government agency was 
working to build a dam on the very same 
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Rumors in Washington 


stream in another part of the state. 
Investigating, I contacted the follow- 
ing agencies: Agricultural Adjustment 
Agency, Bureau of Reclamation, Army 
Engineers, Fish and Wildlife Service, 
power division of the Department of the 
Interior, Federal Power Commission, the 
Bonneville Administration, Forest Serv- 
ice, National Parks Service, and the 
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Office of Indian Affairs, all of which 
have jurisdiction over dams of one kind 
or another. I did not call the Tennessee 
Valley Authority’s Washington office, 
for I figured that this agency had no busi- 
ness in Minnesota. 


RoM the agencies named, here are the 
. which claimed some jurisdiction 
over danis in Minnesota alone, and why: 

Army Engineers. Nine navigation 
dams on the Mississippi river between 
Minnesota and the southern boundary, 
with an additional six dams and reser- 
voirs near the headwaters of the Missis- 
sippi for navigation and other purposes. 
There is also one flood-control dam at 
Lac Qui Parle. Two proposed dams are 
not yet under construction and there is 
one more proposed in the pending Flood 
Control Bill. 

Forest Service. Has one dam—the 


Perry Portage dam—constructed by the 
Army Engineers. 

Agricultural Adjustment Administra- 
tion. Makes partial payment to farmers 
when they construct farm ponds and 
small dams as a part of their conserva- 
tion program. During 1943, 94 such dams 
were built under AAA supervision, but 
the service is no longer offered in Min- 
nesota. 

Soil Conservation Service. Through 
23 organized Soil Conservation districts, 
this agency furnished technical advice 
and assistance for the design and con- 
struction of small dams, ponds, and 
reservoirs on private lands. As of De- 
cember 31, 1943, 20 such ponds and 
reservoirs had been constructed. 

It’s easy to understand how the rumor 
got started, but I never was able to learn 
whether it was true or not. How could I? 

—Larston D. FARRAR 





New Industrial Horizons 


gry in addressing a conference 
of manufacturers of materials han- 
dling machinery, held by Westinghouse 
Electric & Manufacturing Company at 
East Pittsburgh, Alfred M. Staehle, vice 


president, McGraw-Hill Publishing 
Company, Inc., made this observation: 


If ... we are to preserve the system of 
American free enterprise based on a high- 
wage, low-cost, job-producing philosophy, 
then we must sell that philosophy to the lay- 
man, and especially to the worker. .. . the 
increased productivity per man-hour which 
has so greatly raised the workers’ standard 
of living has not been achieved by the work- 
er, but for the worker. In all America, there 
probably isn’t a basic truth which is so little 
understood. 


He added that while it is true that many 
labor leaders understand this, neverthe- 


less the statements “of top leaders do not 
always necessarily reflect the opinion of 
the lower ranks.” He urged that “if we 
don’t persuade a large share of the 
American people, including the workers, 
of the social benefit as well as the eco- 
nomic benefits of higher industrial eff- 
ciency, the ignorance on the part of many 
people may in the end destroy our op- 
portunity to bring about the benefits” it 
is hoped to accomplish. 

In this connection, it is of more than 
passing moment that it is already being 
recognized in the public utility industry 
that there is a responsibility upon man- 
agement for practical educational work 
among employees upon these and similar 
matters in which labor has mutual inter- 
ests with management and owners. 





“ 


... we must recognize the fact that man can accomplish nothing by 


putting agreements in writing, or engraving them on stone, unless he ts 
willing to abide by them, and it is in his heart to give fidelity to the 


agreements which he enters into.” 
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—WarrEN R. AuSTIN, 
U. S. Senator from Vermont. 
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NRECA Convention 


PPROXIMATELY 1,000 persons were reg- 

istered as delegates, guests, manufactur- 
ing and equipment representatives, and others 
attending the recent convention of the Na- 
tional Rural Electric Codperative Association, 
which opened 2-day sessions in San Antonio, 
Texas, January 16th. Features of the meeting 
were a stirring appeal for more harmony by 
Representative W. R. Poage, Democrat of 
Texas; a promise of rapid strides in rural elec- 
trification in the postwar years by Acting Ad- 
ministrator W. R. Neal of the Rural Electri- 
fication Administration; and a suggestion by 
Commissioner Paul A. Walker of the Federal 
Communications Commission that the farmer’s 
need for more and better telephone service be 
considered in connection with the rural elec- 
trification movement. 

Association President E. J. Stoneman of 
Wisconsin, who was reélected to that office, 
stressed the importance of obtaining action on 
a pending bill in Congress to authorize REA to 
spend approximately $585,000,000 during the 
first three postwar years. 

Speeches by the former executive director 
of the association, Lieutenant (j.g.) Clyde T. 
Ellis, now on active duty with the U. S. Navy, 
former President Steve Tate of Tate, 
Georgia, and Vincent Nicholson, deputy ad- 
ministrator of REA, were also favorably re- 
ceived. Avery Moore, acting executive director 
of the association, presented a progress report 
dealing with the association’s financial affairs 
and other operations. The association went on 
record in favor of extending the TVA pattern 
of river valley development throughout the 
country. 

The association also adopted, among other 
resolutions, one urging the extension of rural 
telephones to farm areas, as well as early ap- 
proval of a bill sponsored by Senator Lucas of 
Illinois which would give REA the additional 
appropriation mentioned above. The associa- 
tion’s resolutions committee failed to take im- 
mediate action on another resolution calling for 
restoration of the independent status of the 
Rural Electrification Administration, taking it 
out of control of the Agriculture Department, 
as presently exercised. The committee reported 
that it was in favor of such resolution in prin- 
ciple but believed it wise to defer action on 
such matters during the present critical war 
period, 
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The March of 
Events 


It was reliably reported that a substantia 
number of the attending delegates were dj. 
posed to seek immediate action on the ques- 
tion of setting up an independent REA along 
lines of the bill now pending in Congress by 
Senator Shipstead of Minnesota. However, 
the report of the resolutions committee, a 
presented during a session presided over by 
former President Tate, was accepted without 
dissent. Nevertheless, Senator Shipstead, a- 
cording to Washington observers, was said to 
be preparing to press for early action on his 
measure, possibly in connection with either the 
Lucas Bill or the confirmation of Aubrey Wil. 
liams, named on January 22nd by President 
Roosevelt to succeed Harry Slattery as Ad- 
ministrator of REA. Furthermore, a national 
committee for the independence of REA has 
been formed by various co-op leaders to seek 
such legislation, independent of the NRECA. 

Several changes to broaden voting were made 
in the bylaws. One proposed change, however, 
was considered but not acted upon, pending 
further discussion. It would permit limited 
membership by manufacturers and others at 
the discretion of the association’s board. Con- 
siderable criticism was registered during the 
session discussion against so-called “restric. 
tive contracts” for wholesale power supply 
which preclude co-ops from operating in cer- 
tain areas or under certain conditions in com- 
petition with private power companies furnish- 
ing wholesale supply. 

Also noteworthy was the apparent reticence 
of established co-ops to go into unproven “thin” 
fields of rural electrification expansion. REA 
officials continuously stressed the fact that less 
than half the nation’s farms are still without 
service, and that ample Federal funds will be 
forthcoming to finance co-op expansion into 
areas still unserved. Co-op officials reacted to 
these pleas, however, with informal discussion 
to the effect that it might be desirable to con- 
solidate existing operations and reduce in- 
debtedness before going into thinner areas 
where operation might well entail losses. 


May Add Hour to Daylight 
Time 
Tz addition of another hour to Daylight 
Saving time was recently reported under 


consideration as a way to reduce further the 
consumption of electric power and the coal 
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which generates it. Edward Falck, director of 
the WPB. Office of War Utilities, who will 
direct the “brown-out” of nonessential lighting 
which was scheduled to go into effect on 
February Ist, said that the saving from setting 
clocks two hours, instead of only one, ahead 
of Standard time would be small, but he in- 
dicated that every proposal for reducing the 
load from electric power companies would re- 
ceive a hearing. England uses a similar 
“double-daylight time” during the winter for 
lowering consumption of electric power. 

Outlining the brown-out order, Mr. Falck 
told a press conference that “very few” areas 
would be considered for exemption from the 
ruling. On January 27th the WPB exempted 
five areas of the country, including parts of 
upper New York state, the Pacific Northwest, 
and most of Texas. All exemptions will run 
to June 30th. 

The director explained that the ruling would 
treat “the whole of the United States as a 
common pool” in which surplus power devel- 
oped by hydroelectric plants would be trans- 
mitted as extensively as possible to areas gen- 
erating power from coal. For this reason, he 
said, the hydroelectric Tennessee Valley Au- 
thority would not be exempt. Its surplus will 
be “fanned out” to surrounding regions. 

The drastic electric power curtailment order 
would remain in effect “so long as man power 
in coal mines is tight,” Mr. Falck added. The 
February Ist order is only the first, and others 
will be made “as the situation demands.” 

The “brown-out” is designed to save about 
2,000,000 tons of coal a year. Mr. Falck esti- 
mated that electric suppliers would lose from 


$60,000,000 to $80,000,000. 
“TVA” for Columbia Favored 


———s that the new Congress “will 
enact legislation changing the Bonneville 
Power Administration into a Columbia Val- 
ley Authority,” Local 125 of the International 
Brotherhood of Electrical Workers has urged 
all members of the Oregon, Washington, and 
Idaho delegations to give their full support to 
the move. 

The IBEW has also dispatched a letter to 
the President endorsing the suggestion which 
he has made in several speeches for an au- 
tonomous “TVA” setup for the Columbia 
river area. 

The union asked that a stipulation be placed 
in the legislation creating the “Columbia Val- 
ley Authority” which would allow employees 
of the Bonneville Administration to retain their 
civil service rights under the new agency, “as 
well as obtain all union contract privileges.” 


REA Administrator Nominated 


Avex Wuiams, former head of the de- 
funct National Youth Administration, was 
nominated by President Roosevelt on January 
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22nd as head of the Rural Electrification Ad- 
ministration. The presidential choice of Mr. 
Williams, which followed by only two months 
the resignation of Harry Slattery as REA Ad- 
ministrator, may lead to sharp Senate debate. 

Mr. Williams is a fifty-four-year-old Ala- 
baman. He came to Washington when Harry 
Hopkins, then Federal Emergency Relief Ad- 
ministrator, named him field representative in 
the Southwest. Later, he was appointed a dep- 
uty Works Progress Administrator, but. left 
that post to be executive director of the NYA 
in July, 1939. 

Senator Shipstead, Republican of Minnesota, 
on January 15th reintroduced his bill for res- 
toration of the REA as an independent agency. 
It is now an agency of the Agriculture Depart- 
ment. Senators Aiken, Republican of Ver- 
mont, and Wheeler, Democrat of Montana, 
joined Shipstead in sponsoring the new bill. 

The report of the REA for the fiscal year 
which ended last June 30th, made public by 
the Department of Agriculture last month, 
showed an increase of about 10 per cent in the 
number of rural consumers served by power 
cooperatives financed by the REA. 

At the end of the 1943-44 fiscal year, REA 
systems were providing service to 1,152,013 
consumers, an increase of 110,192 over the 
1,041,821 served a year before. Electric energy 
furnished to consumers served by REA sys- 
tems came to 1.8 billion kilowatt hours, an in- 
crease of nearly 23 per cent over the previous 
year ; and retail power sales for the year were 
$59,826,963, an increase of $8,000,000 over the 
previous year. 


FPC Natural Gas Survey Hit 


PROPOSED investigation by the Federal 
Power Commission of the country’s natu- 
ral gas reserves is too broad in scope, the pe- 
troleum industry protested recently. 
Through the Petroleum Industry War Coun- 
cil, oil executives sent to Petroleum Adminis- 
trator Ickes a resolution which said that the 
study should be narrowed down to its wartime 
aspect, with other considerations to be deferred 
until after the war. The investigation should 
then be undertaken by a joint committee of 
Congress, the industry averred. 
The proposed investigation now by the FPC, 
= industry declared, would impede the war 
effort. 


AGA Meetings Canceled 


HE executive board of the American Gas 
Association recently canceled, in the inter- 
est of the war effort, nine meetings formerly 
authorized to be held between the dates of May 
7th and June 4th. The meetings canceled were: 
Natural Gas Convention, Cincinnati, Ohio, 
May 7th and 8th. : 
Spring Executive Conference, Cincinnati, 
Ohio, May 9th. 
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Technical Conference on Domestic Gas Re- 
search, Cleveland, Ohio, February 8th to 10th. 

West Coast Technical Conference on Do- 
mestic Gas Research, Los Angeles, California, 
March 7th to 9th. 

War Conference on Industrial and Commer- 
cial Gas, Toledo, Ohio, March 29th and 30th. 
Accounting Conference, Cincinnati, Ohio, 
April 10th to 12th. 

Distribution Conference, Chicago, Illinois, 
April 4th to 6th. 

Conference on Public Utility Motor Vehicle 
Operation, Chicago, Illinois, April 4th to 6th. 

Production and Chemical Conference, New 
York, June 4th to 6th. 


New Rivers, Harbors Bill 


A NEW Rivers and Harbors Bill was ap- 
proved last month by the Senate Com- 
merce Committee. Similar to legislation re- 
jected by Congress last year, the bill calls for 
postwar navigation, hydroelectric power, and 
irrigation works to cost nearly $500,000,000. 
Omitted were several controversial projects 
and broad technical provisions. 

Major projects left in the bill were the 
$60,000,000 Alabama-Coosa waterway, the $15,- 
000,000 Trinity river, Texas, program, the 
channeling of the Missouri river between Sioux 
City, Iowa, and the mouth, to cost $6,000,000, 
the $25,000,000 Illinois waterway, Illinois and 
Indiana, and the $58,625,000 Snake river de- 
velopment, Oregon, Washington, and Idaho. 

Chairman Bailey, Democrat of North Caro- 
lina, hoped controversy would be avoided 
through omission of other big projects, among 
them the $66,000,000 Tennessee-Tombigbee 
waterway, and the $38,500,000 Beaver-Mahon- 
ing waterway, Ohio and Pennsylvania. These 
projects may be put in a later bill. 


The committee eliminated a provision ay- 
thorizing the Secretary of Interior to dispose 
of surplus electricity from government proj- 
ects by constructing transmission lines jf { 
necessary, and a section to permit the Secre- 
tary at his discretion to build irrigation fa. 
cilities at dam and reservoir projects. 


Chile Not to Expropriate Utility 


gear of Compania Chilena de 
Electricidad—an American & Foreign 
Power Company, Inc., subsidiary — contem- 
plated in a bill introduced in the finance com- 
mittee of the house of representatives by 
Liberal Representative Pedro Opaso, has been 
abandoned. 

Opaso explained he did not want to hinder or 
delay approval of a government bill providing 
only for the purchase of the streetcar lines 
owned by the Compania Chilena de Electrici- 
dad. The latter will continue to provide elec- 
tric power for the streetcars after the govern- 
ment buys the lines, it was reported. 

Representative Opaso had said the preferred 
and common stock of the company should be 
declared a public utility by the government and 
should be bought from the present owners at 
a price no higher than 20 per cent of the aver- 
age quotation at which the stock was traded on 
the Santiago and New York exchanges during 
1943 and 1944. 

He had also proposed that the expropriated 
stocks be transferred to a Chilean corporation 
whose common shareholders would be semi of- 
ficial institutions and native Chileans and 
whose statutes should assure that a majority 
of the stock would always be held by Chileans. 
Preferred stock would be held by the Chilean 
government only. 


2 
Alabama 


Gas Company Deal OK’d 


| oven approval was given last month to the 
purchase by Southern Natural Gas Com- 
pany of the interest of the American Gas & 
Power Company in the Birmingham Gas Com- 


pany. 

The deal received final OK after C. P. 
Rather, president of the Southern Natural Gas 
Company, received the order from the Securi- 
o and Exchange Commission, approving the 
sale. 

All officers and almost all of the directors of 
the Birmingham Gas Company are residents of 
Birmingham. Charles B. Gamble remains as 
president of the Birmingham Gas Company. 
C. van den Berg, Jr., will become chairman of 
the board of directors of the company. He 
was a director of Southern Natural, and senior 
operating officer of the gas distribution com- 
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panies affiliated with Southern in the South. 


Power Rebate Challenged 


A PETITION was filed with the state public 
service commission last month challenging 
the commission’s recent order refunding some 
$600,000 to residential and municipal custom- 
ers of the Alabama Power Company. 

The petition, submitted by the M. W. Smith 
Lumber Company, of Jackson, Alabama, 
asked for a public hearing on the rebate order 
and called on the commission to vacate or sus- 
pend the order. 

A hearing was set for February 14th at 
Montgomery. 

The petition alleged that the commission’s 
action was “in error in not extending to pe- 
titioner and other customers . . . similarly sit- 
uated the benefits” of the rebate. 
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Arkansas 


Asks Hearing at Home 


jos Arkansas Power & Light Company has 
appealed to War Mobilization Director 
Byrnes in an effort to have the Federal Power 
Commission either defer its “original cost” 
proceedings against the company for the dura- 
tion or conduct its hearings in Little Rock in- 
stead of Washington. 

Referring to a hearing FPC has scheduled 
in Washington for February 20th, C. H. Moses, 
president of the utility, said in a letter to Byrnes 
that some action for a postponement or trans- 
fer of the case should be taken in the interest 
of furthering the war effort. 

“It will require that our company send some 
thirty. people (all of whose services should be 
devoted to operating the electric system), with 
something like a truck load of books, type- 
writers, records, and other equipment, for an 
indefinite period—apparently six to ten weeks,” 
Moses’ letter said. 

The FPC has ordered the utility to show 
cause February 20th why it should not make 
certain adjustments in its accounts to con- 
form to the FPC Uniform System of Ac- 
counts. The company has replied that it can- 
not follow FPC orders without violating a 
contradictory order of the Arkansas Depart- 
ment of Public Utilities. 

Groundwork for a legal battle on the ques- 
tion of how far jurisdiction of a Washington 
bureau extends over state utility regulating 
agencies was laid on January 20th when the 
Arkansas Power & Light Company filed suit in 


| the District of Columbia Federal Court against 


the FPC and the Arkansas Department of Pub- 
lic Utilities. 

The suit was filed by Gordon Young, of Pine 
Bluff, and A. J. Priest, of New York, attor- 
neys for the utility, and asked that a special 
3-judge court be named to settle “a patent and 


irreconcilable conflict against the asserted ju- 
risdiction powers” of the Washington bureau 
over the Arkansas department. The suit 
charges that the FPC was assuming and at- 
tempting to exercise power, authority, and ju- 
risdiction not conferred on it by the Federal 
Power Act and which would cause the AP&L 
to violate orders of the Arkansas department. 

The utility, in requesting that the special 
court be constituted to hear and determine the 
case, also asked that the court issue an in- 
junction to prevent the FPC from proceeding 
against the company pending final determina- 
tion of the case. 


May Drop Sales Tax Appeal 


fs Memphis Natural Gas Company aban- 
doned its appeal to the United States Su- 
preme Court in a suit against Murray B. Mc- 
Leod, as former state revenue commissioner, 
for $6,700 tax paid to the state under protest 
on income derived from operation exclusively 
as interstate commerce, Revenue Commissioner 
Otho A. Cook announced last month. 

The company’s move, it was said, would in- 
dicate that a similar case involving the Missis- 
sippi Fuel Corporation would be dismissed, Mr. 
Cook said. The corporation has obtained a tem- 
porary injunction against the commissioner on 
a similar tax question and by court order has 
paid $18,998 into Pulaski Chancery Court while 
awaiting outcome of the test suit. The injunc- 
tion proceedings probably will be dismissed and 
the funds transferred to the state treasury, Mr. 
Cook said. 

The Arkansas Supreme Court on November 
6, 1944, upheld the state’s contention that the 
Memphis Natural Gas Company owed the 
state $6,700 as tax on its net income derived 
from operations in Arkansas. The company 
maintained that the amount was not due. 


District of Columbia 


PEPCO Loses Appeal 


HE Potomac Electric Power Company on 

A January 25th lost an appeal from a Dis- 
trict of Columbia Public Utilities Commission 
order which slashes its yearly income by more 
than $1,000,000. 

Early in the day, visiting Justice J. Foster 
Symes ruled in district court that the Federal 
government, which sought to reduce local elec- 
tric bills by nearly $3,000,000, had no right to 
interfere in the case. (See page 259.) 

Litigation involving the company and the 
commission arose when PEPCO refused to ac- 
cept a commission order handed down last July 
reducing its rate base by nearly $25,000,000 and 
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its fair rate of return from 6 per cent to 54 per 
cent. The government then entered the case as 
PEPCO’s largest consumer and sought the 
greater reduction. 

In denying the company’s plea, Justice Symes 
said that the commission order was “reasonable 
and just.” He dismissed a company claim that 
the order was “confiscatory” and in oral ruling 
said that the cut in rates was justified by “at 
least” the $1,037,189 figure. PEPCO, he said, 
has no right to complain since the order gives 
the company a sufficient rate of return. 

The company also contended that the cém- 
mission acted illegally in changing the rate of 
return permitted by the sliding-scale agree- 
ment in force since 1924. Justice Symes ruled 
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that the commission had acted properly by giv- 
ing sufficient notice that the scale was to be 
changed and sufficient opportunity for all ob- 
jections to be heard. 

Efforts by the government to obtain a court 
ruling to prohibit a utility company from in- 
cluding in its rate-making base property ac- 
cumulated through “excess profits” were spiked 
by the court on the ground that the govern- 
ment was a “mere ratepayer” and therefore 
not eligible to enter the case. 

Permission was granted to the government 
to remain in the case as “a friend of the court.” 

Declaring that the commission did not go far 
enough when it ordered the rate reduction, a 
government attorney on January 23rd told the 
court that during the past twenty years the 


utility accumulated a surplus of more than 
$29,000,000. 

This profit, the attorney said, was amassed 
in addition to an excess paid to stockholders, 
which in 1943 amounted to as much as $60 
for each-$100 investment. 

The attorney, Marvin C. Taylor, intervened 
for the government in the case. He indicated 
the decision would be appealed. Target of 
Taylor’s attack was the sliding-scale arrange. 
ment under which the utility figures its rates, 
This scale, he said, has been unlawful from 
the start, since it fails to give proper adjust. 
ments between rates and dividends. Excessive 
earnings which have been built up from rate 
payments, he explained, have swelled PEPCO 
holdings and its rate base. 


Georgia 


Bus Segregation Proposed 


| rors proposing segregation regula- 
tions for all busses operating in Georgia 
was introduced on January 23rd in the state 
house of representatives. The bill, which was 


referred to a committee, provides that busses 
which carry both whites and Negroes must 
have separate doors for the two races. 
Under the bill, common carriers can con- 
fine themselves to transporting whites or 
Negroes or they can provide separate busses. 


Illinois 


Would Freeze Car Operators 


Miser Kelly recently requested Paul V. 
McNutt, War Manpower Commission- 
er, to freeze Chicago streetcar operating em- 
ployees in their jobs and declare their work 
critical. Officials of the Chicago Surface Lines 
repeatedly have blamed faulty service on the 
loss of hundreds of motormen and conductors 
to war plants, where they receive more money 
and are classified as engaged in critical em- 
ployment. 

War work is being hampered seriously by 
“deplorable” transportation service caused by 
a shortage of operating personnel on the street- 
cars, Mayor Kelly declared in his telegram to 
McNutt. He sent his request to Washington, 
D. C., after conferring with Philip Harring- 
ton, commissioner of subways and superhigh- 
ways, and Alderman Quinn, chairman of the 
local transportation committee of the city coun- 
cil. Joseph Kehoe, president of the streetcar 


employees union, was reported to have gone 
to Washington, presumably to ask McNutt to 
declare the members’ jobs critical. 

Corporation Counsel Hodes and William H. 
Sexton, counsel for the city council’s local 
transportation committee, said they were com- 
piling complaints of streetcar service to sub- 
mit to the state commerce commission. 

Direct action was subsequently taken by the 
state commerce commission and the city ad- 
ministration. Major developments were: 

The commission instructed the surface, 
elevated, and bus lines to file with the War 
Manpower Commission requests for higher 
priorities in the hiring of help. 

2. Mayor Kelly and other city officials ap- 
proved this move and recommended that the 
state labor department permit relaxation of 
rules limiting trainmen to a 6-day week. The 
mayor also gave the companies permission to 
recruit city policemen and firemen for work 
on their days off. 


Kentucky 


tucky counties it serves, Public Service Com- 
mission Chairman T. B. McGregor said recent- 


Extension Permits Granted 


HE Kentucky-West Virginia Power Com- 
pany of Ashland has been granted permits 
for 151 extensions of lines in 16 eastern Ken- 
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The projects, opposed by 5 rural electric 
cooperatives, involve 1,156 miles of additional 
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lines, when material is available, to make pos- 
sible extension of service to 7,108 potential 
customers at a cost of $2,085,508. 

Opposition to encroachment upon territory 
they desired to serve was expressed at hear- 
ings last summer by the Big Sandy, Fleming- 
Mason, Licking Valley, Cumberland, and Jack- 
son Rural Electric Codperative associations 
which filed petitions seeking authorization to 
make extensions themselves. 

Chairman McGregor said these intervening 
petitions seeking permits to build additional 
lines by the cooperatives had been dismissed 
without prejudice, enabling them to file ap- 
plications later for any construction they 
might propose. 

The chairman declared Kentucky-West Vir- 
ginia was granted the certificate “because the 
evidence shows clearly that the power company 
is better able to supply the energy to con- 
sumers and at a lower cost. The commission 
holds it is in the public interest when applica- 
tions are filed either by power companies or 
cooperatives for the one best able to serve at 
the lowest rate to consumers to be the one to 
be granted the permits.” 

Counties in the proposed Kentucky-West 
Virginia extension were listed as Boyd, 


Breathitt, Carter, Floyd, Greenup, Johnson, 
Knott, Lawrence, Leslie, Letcher, Martin, 
Magoffin, Morgan, Perry, Pike, and Rowan. 


City Sues for Tax Increase 


HE city of Louisville on January 26th 

inaugurated a court fight to force the state 
tax commission to revise upward its assess- 
ment of the Louisville Gas & Electric Com- 
pany for 1943 tax purposes. 

Judge William B. Ardery of the Franklin 
Circuit Court took the case under advisement 
after arguments by Lewis C. Carroll, repre- 
senting the city, and Charles W. Milner, repre- 
senting LG&E. 

The difference in the assessment and what 
the city thinks it ought to be, Carroll said 
later, would amount to around $250,000 a year 
in additional taxes. The city already has col- 
lected taxes on the assessment it questions, 
Carroll said, but subject to adjustments, if any, 
that the courts may direct. 

The recent action in circuit court was not 
an appeal from the tax commission, but an 
original action designed to compel the com- 
mission to reassemble its data and make a 
higher assessment. 


Minnesota 


Referendum Looms 


A——— on the question of use of 
natural gas in the city of St. Paul loomed 
last month during an informal session of the 
city council which heard two representatives 
of coal wholesalers’ and retailers’ associations 
express opposition to an ordinance pending be- 
fore the council ordering the Northern States 
Power Company to supply the 1,000 Bru gas 
to domestic and industrial users “as expedi- 
tiously as possible.” 

The referendum was suggested by Commis- 
sioners Milton Rosen and John Findlan after 
councilmen had heard John T. Maher, repre- 
senting coal and dock companies at Duluth, 
and O. E. Steele, representing both the Better 
Home Heating Institute and the Twin City 
Coach Exchange, criticize introduction of nat- 
ural gas. 

Maher expressed belief that introduction of 
natural gas would result in a loss of most 


of the up-bound traffic on the Mississippi river 
since coal is one of the main cargoes carried; 
that the nearly $500,000 savings which would 
result from use of natural gas would be “just 
a drop in the bucket” compared with the loss 
of employment and removal of the Koppers 
Coke plant that would result. The Koppers 
firm now furnishes the power company with 
manufactured gas used by the city. 

Steele predicted that favorable council action 
on the resolution would bring closure of a 
“majority” of the 52 retail solid fuel yards 
in the city. 

Following statements by the two men, Com- 
missioner Milton Rosen warned council mem- 
bers that if they voted either for or against 
the use of natural gas “you are going to step 
on someone’s toes.” He said it should not be 
up to seven members of the council to order 
“something like this until we know how the 
people who are going to be affected by the 
change feel.” 


Missouri 


State to Receive Refund Money 


: & state treasury will receive $109,737 of 
the $1,490,731 impounded by the Laclede 
Gas Light Company of St. Louis to cover 
refunds to domestic and commercial gas users 
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in the period 1934-1938, when a state public 
service commission order for a 6 per cent re- 
duction in rates was being contested in the 
courts. The amount allotted to the state was 
the residue in an order of settlement made in 
Cole County Circuit Court at Jefferson on 
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January 22nd by Circuit Judge Edward T. 
Eversole. 

Of the entire amount impounded, $1,347,300 
has been distributed to the gas users. The 
remaining $143,431 includes the $109,737 which 
goes into the state treasury; $12,001 paid to 
the Central Missouri Trust Company, deposi- 
tory, for the work of handling and distribu- 
tion ; $5,000 each to Lewis Hord Cook and H. 
P. Lauf, attorneys; $9,193 to the gas company 
for cost of preparing and publishing the list of 
possible claimants; and $2,500 to Attorney 
Charles L. Waugh, who represented consumer 
groups. Waugh, an Army Captain, was killed 
in the Asiatic war theater more than a year 
ago. 

The gas company stated that it had ex- 
pended $11,850 in connection with the task 
of refunding overpayments to its customers, 
but it asked for $40,480, of which the court 
allowed only $9,193. The time for filing re- 


fund claims expired January 10th, it was said, 
A 10-day period was allowed for a possible 
appeal by the gas company. 


New Tax Bill Introduced 


A BILL, designed to remedy defects of the 
ordinance levying a 5 per cent tax on gross 
receipts of the Laclede Power & Light Com- 
pany, was introduced in the St. Louis board of 
aldermen last month. 

An ordinance, intended to yield the city 
$150,000 a year, was enacted in 1939, but was 
declared unconstitutional by the Missouri Sv- 
preme Court last July on the ground it wasa 
special enactment, and as such forbidden by 
the Constitution. 

The new measure is phrased to levy a 5 per 
cent tax on gross revenues of all firms engaged 
in distribution of mixed, artificial, or natural 
gases. 


Nebraska 


Loup for Omaha People 


‘Pyeng Manager Harold Kramer of the 
Loup River Public Power District said 
recently that if the state supreme court up- 
holds LB 204, the law creating the peoples 
power commission whereby Omaha was to 
acquire Nebraska Power Company, “we will 
go along with the Omaha citizens in whatever 
decision they make as to their next move.” 

Kramer said his statement was issued in con- 
nection with legislation introduced on January 
16th by State Senator C. Petrus Peterson to 
repeal LB 204 on grounds it has been frus- 
trated through the action of a nonprofit group 
of Omahans acquiring the utility with the aid 
of the Loup District. 

“All Loup is doing is codperating with the 
citizens of Omaha in order to bring about 
lower electric rates which can best be accom- 
plished by full public owenrship,” Kramer 
said. “If it looks as though the Omaha Peo- 
ples Public Power Commission law is passed 
either by decision of the supreme court or by 
act of the legislature, we will go along with 
the Omaha citizens in whatever decision they 
make as to their next move.” 

Senator Peterson’s bill (LB 139) to elim- 
inate the Omaha Peoples’: Power Commission 
came as a surprise to Mayor Dan B. Butler of 
Omaha and T. H. Maenner, chairman of the 
board of directors of the Nebraska Power 
Company. Butler and Maenner are central 
figures in the power controversy at Omaha. 
Butler bitterly opposed the sale of the 
Nebraska Power Company by the American 
Power & Light Company, New York, to a 
group of Omaha citizens. Maenner was elected 
— of the power company after the 
sale. 


FEB. 15, 1945 


J. E. Davidson, president of the Nebraska 
Power Company, before and after its sale by 
the American Power & Light Company, re- 
fused to comment. 


Constitutionality Upheld 


ignederyircen ts of the condemnation 
law of Nebraska was upheld by the state 
supreme court last month. It was the first time 
the court had passed on this particular statute 
because it was passed in 1941 to include vil- 
lages, but previously in two other cases the 
court had held that the law creating a court of 
condemnation was valid. 

The question was brought up in the appeal 
of Charles E. May and Consumers Public 
Power District against the city of Kearney. 

Associate Justice E. B. Chappell wrote the 
opinion and there was no dissent. 

In the same action the court ruled that the 
bonds which theecity proposed to issue to pur- 
chase Consumers’ property at Kearney were 
invalid because the proposal submitted to the 
voters was not approved by a majority of the 
electorate. 

It also held that the city was estopped from 
issuing general obligation bonds because of 
certain promises and pledges made by the 
mayor and city council to the voters during 
the election upon acquisition of Consumers 
property. 

H. L. Blackledge, special attorney for the 
city of Kearney, said the court’s ruling con- 
stituted only a temporary setback to the city’s 
attempt to acquire Consumers Public Power 
District properties. 

“If Consumers and Charlie May insist upon 
another election to authorize revenue bonds, 
instead of the bonds previously authorized by 
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THE MARCH OF EVENTS 


the city authorities, then this election can be 
settled at. the spring election” April 3rd, 
Blackledge said. 


District Seeks Exemption 


TIPULATIONS were received last month by 
the Federal Power Commission at a hear- 
ing on a request of the Central Nebraska Pub- 
lic Power and Irrigation District, Hastings, 
for exemption from annual license charges. 
The commission set February 25th as the 


deadline for submission of briefs and April 
5th for reply briefs. 

The district claims that while it earned a 
“net income” in 1942 and 1943, it could not be 
classed as a net profit within the meaning of 
the FPC regulations since the district is an 
agent of the state of Nebraska. 

The power district asserted it cannot earn 
a profit since any money earned above ex- 
penses would go first to paying the bonded debt 
and, if any is left, would be used to reduce 
rates. 


y 
New Jersey 


Wants Trolley Fare Cut 


HE city commission has joined the fight 

for a reduction of Atlantic City’s 7-cent 
trolley fare and for the employment of 2-man 
crews by the local transit system. 

Mayor Joseph Altman recently ordered City 
Solicitor Leon Leonard to prepare a petition 
to the New Jersey Board of Public Utility 
Commissioners asking that the Atlantic City 
& Shore Railroad, operator of the trolley line, 


be required to make the suggested changes. 

The action by the city commission was in 
support of a taxpayer’s suit filed several 
months ago by former City Solicitor Samuel 
Backer, who asked that the fare be reduced 
to 5 cents. 

The commission held that “the fares charged 
by the Atlantic City & Shore Railroad are 
excessive and considerably higher than is rea- 
sonably necessary and in excess of fair value 
for the service rendered.” 


New York 


Bill Hits St. Lawrence Plan 


| pecrevenenie gs opposition to Governor Dewey’s 
proposal for development of the St. 
Lawrence power and seaway project loomed in 
the state legislature recently in the guise of a 
bill to abolish the New York State Power Au- 
thority. 

Assemblyman Wilson C. Van Duzer, Orange 
Republican, who repeatedly thrusts at the 5- 
member authority’s accomplishment and value, 
said he expected “easy passage” of the bill in 
the larger house because of bipartisan support. 

Dewey in his message to the 1945 legislature 
asked that the state tackle the project if no 
action were taken by the Federal government. 

The authority was created in 1931 to promote 

the St. Lawrence development which would 
link the Atlantic ocean with the Great Lakes 
and provide low-cost electric power. 
_ Van Duzer declared in a statement that “a 
judicious saving could be made by abolishing 
the power authority and turning over its cor- 
respondence, if it has anything of value,” to 
other agencies. 


Charges FPC Would Usurp 
Power 


HARGING that the Federal Power Commis- 
\ sion is attempting “to usurp power over 
intrastate commerce,” Milo R. Maltbie, chair- 
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man of the state public service commission, 
last month lodged a “strong” protest with the 
Federal agency against its attempt to bring 
three New York natural gas companies under 
its jurisdiction. 

Mr. Maltbie’s protest said that the Federal 
commission communicated last December 5th 
with the Pavilion Natural Gas Company, the 
Southern Tier Gas Corporation, and the New 
York State Electric & Gas Corporation, each 
of which, he said, is “a purely intrastate com- 
pany,” informing each that the commission 
had reached the conclusion that “your com- 
pany is a natural gas company~ within the 
meaning of the Natural Gas Act.” 

The FPC demanded that each company com- 
ply with the uniform system of accounts pre- 
scribed by the Federal agency for natural gas 
companies, according to Mr. Maltbie, who as- 
serted that each of the companies already was 
completely regulated by the state agency. 

“To require these companies to make annual 
and other reports to your commission seems 
to us an unnecessary duplication of effort and 
expense both on the part of the company and 
the Federal regulatory body,” Mr. Maltbie 
wrote. 

Urging the Federal agency to reconsider, he 
said that “if you exercise the jurisdiction 
which the Congress has clearly conferred upon 
you, and which this commission (the state 
agency) does not possess, you will have a wide 
field of activity.” 
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Mr. Maltbie also took occasion to protest 
the FPC’s assertion of jurisdiction over the 
Rockland Light & Power Company, the Pro- 
ducers Gas Company, the Republic Light, Heat 
& Power Company, and the Iroquois Gas Cor- 
poration. These companies also operate ex- 


clusively within the state and are under th 
jurisdiction of the state agency. However, 
noted that the four purchase gas which j 
transmitted in interstate commerce, and the 
price of this, he said, is properly under the 
FPC’s jurisdiction. 


¥ 
Ohio 


Makes Utility Strike a Crime 


A BILL making it a crime for any employee 
of a public utility to go on strike during 
the war was introduced in the state house of 
representatives last month by Representative 
Jack Easton, Republican of Willoughby. 

Easton, who is serving his fifth term in the 
house, said the bill was inspired by the recent 
strike of maintenance employees of the Cleve- 
land Electric Illuminating Company, which 
threatened a power shutoff in all of north- 
eastern Ohio and actually caused many war 
plants to curtail their operations. 

“Tf it is desirable for the state to regulate 
public utilities in the public interest,” Easton 
said, “it is likewise desirable to make certain 
that there shall be no interruption in the serv- 
ices furnished to the public by publicly or pri- 
vately owned utilities. 

“Tt is incumbent upon state governments to 
use their legislative powers to prevent strikes 
that are detrimental to the war effort. 

“The recent strike by a few irresponsible 
employees of the Cleveland Electric Illuminat- 
ing Company threatened the war effort and 
cost many hours of war production, and also 
menaced the health and safety of the people 
of northeastern Ohio. 

“This bill will make it a criminal offense for 
any employee of a publicly or privately owned 
utility to strike for the duration of the war.” 

The bill, which carried an emergency clause, 
provided a fine of not less than $500 and im- 
prisonment in the workhouse for not less than 
six months for a first offense and a fine of not 
less than $5,000 and imprisonment in the peni- 
tentiary for three years for each additional 
offense. 

The proposed strike ban would affect only 
the public utilities, which are regulated by state 
law and defined in § 5415 of the General Code. 

The bill would go to either the labor com- 
mittee or the judiciary committee. It was re- 
ported to have a better chance of being recom- 


mended for passage if it were considered by 
the judiciary committee of the state house 
However, lawyers questioned the constitu. 
tionality of the bill on the ground that the 
Constitution prohibits involuntary servitude 
and that a prohibition on strikes might be con. 
strued as a violation of this provision. On the 
other hand, the argument was advanced that 
the legislation would be in effect only for the 
duration of the war and that the courts might 
hold that the state possessed war emergency 
powers which hitherto have not been exercised, 
In response to allegations of the bill’s un- 
constitutionality, Easton said he would be 
satisfied to let the courts decide the issue. 


Purchase Declaration Filed 


ITIES SERVICE Power & Licut Company 

last month filed with the Securities and 
Exchange Commission at Philadelphia, 
Pennsylvania, a declaration covering the pro- 
posed sale by its indirect subsidiary, Marion 
Reserve Power Company, to Dayton Power 
& Light Company, for a base price of $7,950, 
000, of all of its electric light and power prop- 
erties in ten Ohio counties, together with cer- 
tain public utility properties owned by Marion 
Reserve in Union and Delaware counties, also 
in Ohio. 

Marion Reserve proposes to use the proceeds 
from the sale of the properties, together with 
treasury cash, to retire all of its outstanding 
first mortgage 34 per cent bonds, aggregating 
$7,750,000 principal amount. 

The ten counties involved, known as the 
western division properties of Marion Reserve, 
are Van Wert, Mercer, Darke, Preble, 
Auglaize, Shelby, Hardin, Logan, Champaign, 
and Clark. 

Dayton power is a subsidiary of Columbia 
Gas & Electric Corporation, under whose re- 
capitalization and integration plan the common 
stock of Dayton would be distributed among 
the holders of all existing stocks of Columbia. 


Oregon 


Bill Would Limit Scope 


AN effort to plug a loophole in Oregon Peo- 
ple’s Utility District Code, which threat- 
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ened to put the little Rural Hood River Peo- 
ple’s Utility District in control of power and 
rates in the city of Portland and in fact all the 
state, was recently started in the legislature. 


254 





trict 

side’ 
majo 
coun 
duce 


state 
and 1 
Rive 
thori 
whic 
com] 


THE MARCH OF EVENTS 


A bill has been introduced to prevent a dis- 
trict from engaging in power operations out- 
side its own territory unless consented to by a 
majority of district voters in advance. It is a 
counterpart of a 1943 bill which was intro- 
duced too late for consideration. 

The situation which threw a scare into the 
state arose when public ownership enthusiasts 
and negotiators early in 1943 persuaded Hood 
River commissioners to submit a plan to au- 
thorize $175,000,000 of revenue bonds with 
which to negotiate take-over of private power 
companies in Portland and elsewhere as 


deemed advisable. Such a coup could have 
opened the way for the Hood River group to 
control power and rates in the Portland 
metropolitan area and other large sections of 
the state, as there is no state control over the 
commissions. 

It was reported a handful of farm votes 
alone stood between the plan and its attempted 
execution, for the proposal was beaten by a 
small majority. 

It is felt that under the law change proposed, 
submission of surprise proposals of the Hood 
River nature would not be possible. 


Pennsylvania 


Approves Accounting Proposals 


f per Federal Power Commission last month 
approved proposals by Pennsylvania Elec- 
tric Company, Johnstown, to make accounting 
adjustments involving the elimination of $11,- 
733,318 from its electric plant accounts. The 
disposition of $8,891,838 will be effected by im- 
mediate charges to a “reserve for amounts in 
excess of original cost of utility plant,” which 
was created in compliance with FPC orders at 
the time of the company’s acquisition of vari- 
ous properties. The remaining $2,841,480 will 
be amortized over a 15-year period by equal 
monthly or annual charges to income (Account 
537), beginning with 1945. The disposition 
since January 1, 1937, of $22,007,799 by 
Pennsylvania and its acquired companies 
brings to a total of $33,741,116 the adjustments 
made in the electric plant accounts. 

The FPC has been advised that the state 
public utility commission has approved the 
company’s proposals. (See page 257.) 


Asks Commission Probe 


IstoRY and status of underliers of the 

Pittsburgh Railways system would be 
laid bare under terms of a resolution offered in 
the state senate last month by Senator Elmer 
J. Holland. The resolution called upon the 
state public utility commission to assemble all 
available data covering the financial and service 
relationship between the Pittsburgh Railways 
Company and its underlying companies. 

“The senate has been informed that the 
underliers, in many cases, derive their income 
from the operating company without any basis 
of value given by the underlying company, or 
at rates of compensation far in excess of actual 
value of services or facilities furnished by the 
underliers,” Senator Holland said. 

The resolution, if approved, would bring 
forth a substantial amount of information 
hitherto unavailable, particularly owners and 
stockholders at the time franchises were 
granted to the underliers and at present. Thus 
far, ownership and structure of only one or 
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two of the guaranteed underliers—those whose 
incomes and tax payments are assured for nine 
hundred years or more—have been revealed in 
court records. 


PUC to Study Objections 


yer was deferred by the state public 
utility commission on January 24th, 
pending a study of briefs filed in a move to 
suspend a proposed rate increase granted the 
Equitable Gas Company. Arguments were 
heard on January 23rd on the petition of the 
Office of Price Administration, joined by the 
city of Pittsburgh, asking that the company be 
required to show the rates are justified. 

The proposed new rates were scheduled to 
become effective February 10th unless sus- 
pended by the commission, and would affect 
192,672 customers in Allegheny, Armstrong, 
Greene, Washington, and Westmoreland coun- 
ties. A supplementary request was made by 
OPA that the commission withhold action on 
a 1937 rate case now pending, and consolidate 
that case with the present one. 

OPA Attorney Harry R. Booth and Assist- 
ant City Solicitor Leon Wald attacked the 
rate increase as unjustified. 


Cities Seek Revenue 


Ayors and councilmen of 10 of the 12 

third-class cities in southwestern 
Pennsylvania, last month launched a campaign 
to obtain from the state a share of the state’s 
taxes on gasoline and vehicle licenses, and on 
gross receipts of utility companies. 

At the meeting held in Pittsburgh and 
presided over by Mayor Frank Buchanan, of 
McKeesport, the city officials passed one 
resolution urging the distribution of the one- 
cent emergency liquid fuels tax among cities, 
boroughs, and townships. 

The officials also favored taxing of real 
estate of public utilities, not now permissible, 
and asked for a distribution of a portion of 
the gross receipts the state now receives from 
public utilities. 
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South Carolina 


Council Backs Mayor 


| fee Fred D. Marshall, of Columbia, re- 
cently presented to the city council a reso- 
lution requesting a utility rate reduction order 
by the state public service commission, to 
which unanimous consent was gi\en. 

The mayor conferred on January 22nd with 
H. K. Halligan, president of the General Gas 
& Electric Company, and Norman H. Coit, 
president of the South Carolina Electric & Gas 
Company, the local subsidiary. They rejected 
his demand for a 20 per cent reduction. 


Mr. Coit said that rate reductions amounting 
to more than $300,000 have been made within 
the past two years as a result of action by the 
state public service commission and that to- 
tal reductions during the past seven years have 
exceeded $600,000. He asserted that the re- 
ductions had been made “in the face of pro- 
gressive increases in the levels of costs to the 
company for wages, fuel, materials, and taxes,” 
and that company earnings have been reduced 
“to the point where no further rate reductions 
could possibly be considered until a definite re- 
versal occurs in the general level of prices.” 


Tennessee 


Favor City Gas Bill 


pe members of the Knox county delegation 
to the state general assembly were on rec- 
ord last month in favor of the Knoxville- 
sponsored bill to give the city utilities board 
power to operate a gas system. 

Representatives J. C. F. Herrell, Ed Giffin, 
Charles Thompson, and Senator James 
Crumbliss, voted to introduce and pass the bill 
which was urged by City Manager George R. 
Dempster. 

“As chairman it isn’t necessary for me to 


vote,” said Senator George P. Chandler, who 
had declined to commit himself to passage of 
the charter amendment. 

The city manager, who said the municipality 
has authority to operate a gas system without 
further legislation but that he preferred to 
have the amendment so it could be placed per- 
manently under jurisdiction of the utilities 
board, insisted bond attorneys have approved 
the proposed $450,000 issue to purchase the 
Knoxville Gas Company. 

Chandler also pointed out a bill providing 
for a referendum had been introduced. 


Texas 


A Bill to Stop Gas Waste 


LAW to require natural gas pipe lines to 

take all gas being wasted within 10 miles 
of a line was suggested recently by Represent- 
ative Howard Hartzog, of Port Lavaca. Hart- 
zog is gathering material upon which he ex- 
pects to write a bill. It would require the 
owner of an oil well, where casinghead gas is 
being burned or otherwise wasted, to make the 
gas available under pressure suitable for pipe- 
line use to any line within 10 miles. The pipe 
line then would be required to take this gas 
before it could withdraw gas from its own gas 
leases. 

“It seems to me that this would be a real. 
conservation measure,” said Hartzog. “The 
gas problem is complicated, and I don’t think 
we ought to tell a pipe-line company it can- 
not carry gas out of the state when millions 
of feet of casinghead gas are being wasted in 
production of oil.” 

Despite wide public interest in the subject, 
the first two weeks of the state legislature’s 
session found no bills on natural gas intro- 
duced. Members generally, it was said, seemed 
to be of about the same attitude expressed by 


FEB. 15, 1945 


Governor Coke Stevenson in his first message 
to the session. 

Governor Stevenson said he had reached no 
conclusion about 
should do about transportation of natural gas 
to other states. 


Commission Upheld 


HE state railroad commission has author- 

ity to use its employees in gathering evi- 
dence and presenting it in gas utility rate cases 
before the commission, under an_ opinion 
handed down on January 17th by the third 
court of civil appeals. 

The appeals court affirmed an Austin Dis- 
trict Court decision in a declaratory judgment 
proceeding practice. The suit was brought by 
Houston Natural Gas Corporation, which is 
engaged in a dispute with the city of Palacios 
over an ordinance reducing Palacios gas rates. 
The rate matter has been referred to the com- 
mission for adjudication. 

The company then asked the district court 
to declare whether the commission, in such 
instances, could use its own employees as wit- 
nesses and attorneys in the case, 
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The Latest 
Utility Rulings 


Federal Tax Principles Considered in Rate 
Decision by Commission 


FINAL order disposing of a rate 
A vehi against the Pennsylvania 
Power & Light Company upon a finding 
that rates for electric, gas, and steam 
services are not unjust, unreasonable, or 
productive of an excessive return has 
been entered by the Pennsylvania com- 
mission. Commissioners Buchanan and 
Morgal filed dissenting opinions. A 
temporary rate reduction had been or- 
dered in Pfeifle v. Pennsylvania Power 
& Light Co. (1938) 27 PUR(NS) 174. 

Taxes and depreciation questions were 
considered at length. The commission ob- 
jected to the “rather widespread tend- 
ency” to allow for rate purposes only the 
normal tax of 24 per cent which was in 
effect in 1940 on the theory that the sur- 
tax and excess profits tax subsequently 
enacted are wartime emergency taxes 
and hence improper measures of future 
tax costs. The commission pointed out 
that the governmental debt now being 
accumulated as a result of war financing 
will require peacetime taxation for its 
servicing and repayment, and although 
tax rates may not continue at their pres- 
ent levels, their return to anywhere near 
the 24 per cent rate appears most unlikely 
for many years to come, 

While there are intermediate ap- 
proaches, the opposite extreme, said the 
commission, is to allow all three types of 
income taxes for rate purposes. The diffi- 
culty with this approach lies in the man- 
ner in which the excess profits tax is 
levied. Customers are required to pay 
slightly more than $5 of profit in order 
that the company might provide $1 of 
interest or dividends to security holders. 

The commission discussed the methods 
of computing excess profits subject to 
tax. Neither the averaging of profits 
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over a period of years nor the invested 
capital method, the commission con- 
tinued, is reconcilable with the principles 
of rate making. The commission said: 


Thus, respondent’s earnings have increased 
over the 1936-1939 average, but so also has 
its investment in plant. Assuming for the 
moment that the increase in earnings and 
plant investment were exactly proportional, 
respondent could not use the average earn- 
ings method to escape the excess profits tax. 
Neither could it do so under the invested 
capital method, for plant investment and out- 
standing securities usually approximate each 
other, but by the method of determining in- 
vested capital under the Revenue Act, the 
outstanding securities are automatically dis- 
counted to the extent of 50 per cent of the 
funded debt. Consequently, any fair value of 
plant in line with court decisions must be 
considerably in excess of “invested capital” 
for any utility which is financed fairly heavily 
with indebtedness, and it follows that allow- 
able return in a rate case must be likewise 
considerably in excess of “allowable return 
upon invested capital” for tax purposes. 
Hence, the only way for a debt-financed 
utility to escape the excess profits tax in 
the face of an increasing investment in plant 
is to receive no return on the increased in- 
vestment. This is manifestly unfair, particu- 
larly inasmuch as most utilities, respondent 
among them, have increased their plant in- 
vestments to provide the materials of war 
at the urgent request of the Federal govern- 
ment. 


In view of the fact that under the rules 
of rate making the customer is never 
given the benefit of lower rates when a 
utility finances its plant with borrowed 
money, the commission believed that the 
rule should work both ways, and when 
tax legislation is enacted which penalizes 
previously advantageous financing, that 
penalty should not be placed upon the 
customer to whom no corresponding 
benefit inures. The commission, accord- 
ingly, premised its allowances for taxes 
on the assumption that a public utility is 
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financed entirely with equity securities, 
when that assumption would be of bene- 
fit to the consumer. The commission 
made a determination of that taxable in- 
come which, after taxes shall have been 
deducted, will produce the allowable re- 
turn less bond interest. 

Evidence on depreciation produced by 
one witness was based on an analogy 
with the principles of life insurance. The 
commission explained: 

Thus, just as the American Experience 
Tables of Mortality, used by life insurance 
companies, attempt to predict how many hu- 
man beings out of 100,000 at age ten will 
die in each ensuing year, so also has Carhart 
used mortality tables to predict, for example, 
how many gas meters out of 100,000 will 
be retired when one year old, two years old, 
etc. And just as life underwriters have used 


e 


the American Experience Tables as a basis 
for building life expectancy tables, in recog. 
nition of the fact that the greater the at. 
tained age of a human being, the greater his 
over-all span of life is expected to be, » 
Carhart has built life expectancy tables tp 
show that, for example, a gas meter at its 
date of installation (“birth,” so to speak) 
has a life expectancy of thirty-five years 
but that if it has not been retired at thirty. 
four years of age, it can be expected to attain 
an over-all life of nearly forty-six years, 


After a consideration of mortality 
curves, life expectancies, present worth, 
and other factors, the commission de 
clared that there was a lack of factual 
basis upon which the principles could be 
given practical application. Pfeifle et al, 
v. Pennsylvania Power & Light Co. 
(Complaint Docket Nos. 9556, 10867). 


No Change in Conditions Shown Sufficient 
Rate Proceeding 


To Justify New 


N application of the city of Long 

Branch for a reduction in rates of 
the Monmouth Consolidated Water Com- 
pany was dismissed by the New Jersey 
board on the ground that there had not 
been such a change in conditions since 
a decision in 1941 as would justify the 
expense of a formal rate case. The last 
rate proceeding, in 40 PUR(NS) 292, 
resulted in an expense to the customers 
of some $40,000 and a smaller but sub- 
stantial amount of the municipalities in- 
volved in the litigation. 

The board, it was remarked, is pri- 
marily an administrative agency and not 
bound by the strict rules of evidence. It 
therefore took into consideration infor- 
mation and records of which it had ju- 
dicial notice. It considered not only the 
pleadings, but its earlier decision, a de- 
cision of affirmance by the New Jersey 
Supreme Court, in 43 PUR (NS) 57, 
24 A(2d) 505, annual reports, reports 
from the company’s books made avail- 
able to the board, and a management con- 
tract approved by the board. 

It was apparent that no change had 
occurred in the fortunes of the company 
so as to bring its operating income up 
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to the amount allowed in 1941 as beinga 
fair return. There had been a decided 
increase in gross operating revenues, but, 
the board pointed out, the ultimate in- 
quiry of a rate case is directed not to the 
level of gross operating revenues but 
rather to the amount available for re- 
turn as indicated by the operating income. 
The board concluded that the present re- 
turn was below rather than above the 
return allowed in the prior decision. 

There was found to be no available 
factual support for a contention that a 
new management contract could be ex- 
pected to reduce operating expenses to 
such an extent as to warrant a reéxami- 
nation of rates in a formal proceeding. 
Such a contract had been accepted by 
the company as the result of a joint pro- 
ceeding instituted by the board and the 
Securities and Exchange Commission. 
As yet, it was said, sufficient experience 
had not been had to permit ascertain- 
ment of the contract’s effect on any par- 
ticular operating company in the Ameri- 
can Water Works & Electric Company 
system. 

Regardless of the advisability of the 
company’s attempting to refund out- 
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tanding bonded debt at a lower rate of 
nterest, a contention that the present 
terest rate payment imposed an exces- 
ve burden on consumers was declared 
nsound. The board said: 


The obligation of paying interest on funded 
debt is one which the company bears out of 
operating revenues. It is not charged as an 
operating expense. The only effect which a 
lowering of the interest on the bonds might 
have is its effect upon the consideration of 
what should be a reasonable.rate of return 
to the company. One of the elements in such 
a determination might be the reasonable cost 
of money to the company. For the year 1943 
the company had an operating income of 
$301,246 upon the rate base set by the prior 
decision of the board of $5,600,000. This 
indicates a rate of return of 5.37 per cent. 
Regardless of the cost to the company of 
its borrowed money, it cannot be said that 
this rate of return is above the zone of rea- 
sonableness. It is unnecessary and, of course, 
impossible in this proceeding to determine 
whether the company should attempt to re- 
finance its funded debt at a lower cost of 
interest, but in that respect it may logically 
be assumed that one of the matters which 
influences the company in not making the 
attempt is that the company is not presently 
enjoying what this board a short time ago 
declared to be a reasonable return. 


It was also said that to accept as a 
fact an assertion that the company could, 
but apparently did not desire to, refinance 
its bonds at a lower interest rate required 


the unrealistic assumption that the com- 
pany’s common stockholder was deliber- 
ately acting against its own best interests. 

A contention that, in view of recent 
decisions of the Federal courts, the board 
should reconsider the elements upon 
which the rate base was established and 
give either dominant or exclusive con- 
sideration to original cost was held not 
to warrant a reéxamination of rates. 
The board said: 


None of the members of the board who 
sat in the prior proceeding is a member of 
the board at this time. For this board to 
accede to the suggestion of the petitioner 
in that regard would mean a reversal of 
what has been judicially declared to be a 
proper application of the principles of rate 
making. The board is unwilling at this time 
to reverse the finding of a previous board 
entirely upon the basis of adopting original 
cost as the sole or dominant element in ar- 
riving at a rate base. The applicant, in this 
regard, seeks not a finding on new evidence 
but, in effect, a rehearing on an issue already 
determined. 

In view of recent decisions, particularly 
in the Federal courts, the board undoubtedly 
in some future proceeding will be called 
upon to determine what, if any, specific or 
dominant effect the element of original cost 
should be given in determining a rate base. 
When that problem is presented it will, of 
course, be met. 


City of Long Branch v. Monmouth 
Consolidated Water Co. 


& 


Government Denied Right to Appear in 
Rate Case Appeals 


Potomac Electric Power Com- 


pany last month lost an appeal from 
a District of Columbia Public Utilities 
Commission order which slashed its 
yearly income by more than $1,000,000. 
Farlier the same day Justice J. Foster 
Symes ruled that the Federal govern- 
ment, which sought to reduce District 
dectric bills by nearly $3,000,000, had 
no right to interfere in the case. In 
denying the company’s plea, Justice 
Symes said that the PUC order was “‘rea- 
sonable and just.” He dismissed a com- 
pany claim that the order was “con- 
fiscatory.” 
Litigation involving the company and 


the commission arose when PEPCO re- 
fused to accept a PUC order handed 
down last July reducing its rate base by 
nearly $25,000,000 and its fair rate of 
return from 6 per cent to 54 per cent. The 
government (represented by the Justice 
Department) then entered the case as 
PEPCO’s largest consumer and sought 
the greater reduction. 

Regarding the U. S. government in its 
capacity as “a mere ratepayer,” the court 
found that ratepayers in the District of 
Columbia are presumed to be represented 
on appeal by the people’s counsel—an 
official charged with that responsibility 
by congressional statute. It is note- 
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worthy that the Justice Department in 
this case was attempting to get a modifica- 
tion of the presumption favoring regula- 
tory commissions created by the Hope 
Natural Gas decision. The government 
argued for a ruling that—notwithstand- 
ing the Hope Case presumption, which 
ignores commission methods if results 


are reasonable—the courts should regard 
as unfair or unreasonable any attempt by 
a regulatory commission to include in the 
rate base properties alleged to be paid 
for by earnings in excess of “fair return” 
set by the regulating commission.) The 
case probably will be appealed to a higher 
court. United States v. Flanagan et al. 


& 


Five-year Bond Issue Authorized for 
Refunding Outstanding Bonds 


UTHORITY was granted by the New 

York commission for the issuance 
by Nassau & Suffolk Lighting Company 
of $3,000,000 principal amount of first 
mortgage 34 per cent sinking-fund 
bonds, maturing October 1, 1949, under 
a plan for paying off maturing bonds of 
the same principal amount bearing inter- 
est at 5 per cent. Chairman Maltbie, 
speaking for the commission, criticized, 
however, a provision for duplicate in- 
terest, and he discussed the question of 
annual savings through refunding for a 
period of only five years. 


The company had originally planned 
to deliver the bonds to two insurance 
companies not later than November 1, 
1944, and to deposit $3,000,000 with the 
trustee under the present mortgage. Thus 
the company would have paid double in- 
terest from November 1, 1944, to Feb- 
ruary 1, 1945, when the outstanding 
bonds matured. The commission did not 
approve the application as submitted, 
and, said Chairman Maltbie: “Duplicate 
interest for four months had no justifi- 
able basis.” The company filed amended 
agreements changing the limiting date 
when the new bonds could be dilivered 
to January 15, 1945. Even this plan, 
said Chairman Maltbie, called for dupli- 
cate interest of about $4,000 which 
“could have been in part or in whole 
avoided had the company officials chosen 
to make a more economical arrange- 
ment.” 

The new bonds are subject to redemp- 
tion at the option of the company before 
maturity in whole or in part upon pay- 
ment of the principal amount, accrued 
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interest, and a premium of 1 per cent of 
principal if redeemed on or before Sep- 
tember 30, 1945, 2 per cent if redeemed 
thereafter and on or before September 
30, 1946, 4 per cent if redeemed 
thereafter and on or before September 
30, 1947, and 4 per cent if redeemed 
thereafter and on or before September 
30, 1948, no premium being paid on any 
redemption after that date. 

Provision is made for a sinking fund 
sufficient to redeem a total of $180,000 of 
bonds during their life. Provision is also 
made that no dividends shall be declared 
or paid upon any stock of the company 
except out of current net income availa- 
ble for dividends. Preferred stock divi- 
dends are in arrears. 

It was said to be obvious that the re- 
funding of a 5 per cent bond with a 3 
per cent bond would be of considerable 
advantage to the company unless the 
momentary advantage for a 5-year period 
is offset by a higher rate of interest when 
the present issue is refunded, as it must 
be not later than October 1, 1949. Chair- 
man Maltbie continued: 

The company is really staking its judg- 
ment on its ability to refund the unamor- 
tized portion at an interest rate which will 
not be materially in excess of 34 per cent 
over a long period. But if interest rates 
should materially advance by the time they 
are refunded, the company can easily stand 
to lose over the life of the bonds issued to 
refund the bonds now being proposed. Most 
companies have protected themselves against 
higher interest rates in the future by calling 
for redemption issues which have not yet 
reached their maturity, by paying the pre- 
miums for such redemption before maturity, 
and by issuing long-term bonds at current 
interest rates. Whether the judgment of 
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THE LATEST UTILITY RULINGS 


this company is sound only experience will 
tell, but it is worth noting that it is con- 
trary to the general practice which has re- 
sulted in the recent refunding of util- 


e 


ity bonds amounting to billions of dollars. 


Re Nassau & Suffolk Lighting Co. 
(Case 11692). 


Continuing Property Records of Gas Company Are 
Passed on by Commission 


{E> New York commission, in an 
investigation to determine the ex- 
tent of compliance by Republic Light, 
Heat & Power Company, Inc., with the 
commission’s continuing property rec- 
ord order and with the Uniform System 
of Accounts for Gas Corp~ “ations, made 
rulings on charges to capital accounts. 
Particular attention was given to certain 
items which had previously been charged 
to operation. 

The commission adopted the view that 
so long as charges to operation for over- 
head costs were within the realm of rea- 
sonableness, in the ligk+ of accounting 
rules and practice whe. incurred, they 
were permissible and should not be ac- 
counted for on a different basis. It was 
apparent that if they wer~ “therwise ac- 
counted for, they woula increase the 
present property account while theoreti- 
cally decreasing past operating expenses. 
The interests of present consumers 
would be jeopardized, although past con- 
sumers would in no way benefit, and the 
company would gain the potential ad- 
vantage of a capital addition by a mere 
bookkeeping transfer. 

The cost of a house and lot adjacent 
to gas properties and occupied by a com- 


pany employee at a reduced rental so as 
to be available for 24-hour duty should, 
in the opinion of the commission, be 
transferred to Account 110, Other Physi- 
cal Property, since this would not con- 
stitute a part of gas plant in service, 
particularly where there are other houses 
in the immediate vicinity. 

An amount capitalized as an overhead 
in earlier years for a survey of natural 
gas in the United States was held not 
to be a part of the cost. Therefore, it 
should be charged to operating expense 
or income rather than to capital. An item 
erroneously charged to capital instead of 
to operating expense or to income, it was 
said, should be charged to surplus. 

The cost of dry wells originally 
charged by a predecessor company to 
operating expense but transferred to 
fixed capital at the organization of the 
present company was held properly trans- 
ferable to Account 105, Electric Plant 
Acquisition Adjustments. The present 
company, it was further held, should not 
be permitted to retain dry-hole charges 
subject to gradual amortization as a sub- 
division of the account for producing 
wells. Re Republic Light, Heat & Power 
Co. Inc. (Case No. 9457). 


e 


Service Classification Instead of Offer to 


Contract for Street 


TARIFF filed by a power company for 

municipal street-lighting service, fol- 
lowing a determination by the New York 
commission with respect to revenues and 
expenses [(1944) 54 PUR(NS) 307], 
was disapproved because in form it 
amounted to an offer to contract for serv- 
ice instead of offering to provide service 
on applicable terms. The commission, it 
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Lighting Required 


was said, had contemplated the filing of 
a service classification of the usual char- 
acter under which municipalities desirous 
of receiving street-lighting service, but 
unable or unwilling to enter into a con- 
tract on the company’s terms, could elect 
to take service, 

Testimony of a company witness in- 
dicated that the company regarded a 
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schedule which it had filed as nothing 
more than a standard for the making of 
private contracts with municipalities, as 
to which the commission would have no 
further jurisdiction. The New York law 
authorizes the commission to require 
electric corporations to file and keep open 
to public inspection schedules showing 
rates and charges. The statute, however, 
provides that it shall not apply to state, 
municipal, or Federal contracts. It was 
said to be difficult to understand how the 
company could have misunderstood the 
commission’s position. Commissioner 
Burritt made the following statement on 
this point: 

It would be absurd for the commission to 
accept for filing a service classification which 
could not be used except by means of a con- 
tract which ipso facto would remove the 
service from the commission’s jurisdiction. 


The fact that a service classification 
was on file would not mean that a munici- 
pality and a utility could not mutually 
agree and elect to enter into a private 
contract and that if such action were 
taken the resulting contract would be a 
municipal contract exempted from the 
provisions of the statute. However, if 
a service classification were in effect, it 
would provide rates for municipal street 
lighting, and any municipality being dis- 
satisfied with the charges made under an 
existing contract would have an option 
at the expiration of such contract either 
to enter into a new private contract or 


accept the rate in the filed service classi- 
fication. Criticism was also directed at a 
provision for an agreed term of service, 
It was said: 


It is believed that this period should be 
for a definite term of one year continuing 
thereafter until canceled on ninety days’ no- 
tice by either party. The company apparently 
contends that the purpose of the filed service 
classification is merely to set a standard rate 
on which the company may base its charges 
under a private contract for an agreed-upon 
term of years and that when such contract 
is once made the commission has no juris- 
diction. This is not a correct view. Service 
to a municipality under the filed rate and 
the rate itself continue to be subject to the 
jurisdiction of the commission, and the term 
of the rate is very important. 

There are several advantages of a one-year 
term renewable as provided in the rate. Any 
change in the level of the rate is reflected 
immediately in the charge for the service, 
Under a private contract any reduction dur- 
ing the term of the contract is wholly within 
the control of the company. Since the trend 
of rates has been continuously downward 
over a longer period of years, the advantage 
of such a provision to the municipality is 
obvious. 


A proper service classification, the 
commissioner continued, is an offer by 
the utility to provide service to any con- 
sumer covered by the applicable terms 
of the classification at the rates and 
charges and under the conditions therein 
set forth. It is not an offer by the utility 
to enter into a private contract with a 
consumer. Re Niagara, Lockport & On- 
tario Power Co. (Case No, 10,544). 


Other Important Rulings 


HE Texas Supreme Court held that 

the annexation to a municipality of 
territory over which a motor carrier was 
authorized by the commission to operate 
terminated the right conferred with 
respect to the section of the highway 
within the annexed territory. Wichita 
Falls v. Bowen, 182 SW (2d) 695. 


The Wisconsin commission, in deny- 


ing an exemption from clearance limita- 
tions, declared that it must make two 
findings before it can grant such exemp- 
tions: (1) that the proposed structure 
will not imperil life or limb, and (2) that 
it is required or permitted in the public 
interest. It was said to be impossible to 
find that the proposed construction 
would not imperil life or limb. Re John 
Strange Paper Co. (2-R-1626). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, will 
be published in full or abstracted in Public Utilities Reports. 
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RE THE MONTANA POWER COMPANY 


MONTANA PUBLIC SERVICE COMMISSION 


Re The Montana Power Company 


Docket No. 3421, Report and Order No. 1825 
December 21, 1944 


ATTER of reclassification of accounts of power company; 
accounting determinations made. 


Parties, § 18 — Intervention — Holding companies — Preferred stockholders. 
1. A holding company and preferred stockholders were allowed to inter- 
vene in a proceeding relating to reclassification of accounts of a power com- 
pany because they would be affected by any order made, p. 198. 


Accounting, § 4 — Powers of Commission — Original cost determination. 
2. The Commission has power to go through the books of an accounting 
utility or its predecessors to determine the cost of properties to it, and if 
the property was obtained in a transaction involving other than cash, the 
Commission may go beyond the books to determine the value, p. 203. 


Accounting, § 32 — Property cost — Consideration other than cash — Commercial 
value. 
3. Cost for accounting purposes should be based upon commercial value 
where the consideration for property acquired is other than cash, p. 203. 


Accounting, § 32 — Property cost — Determination. 

4. The Commission, after determining whether a transaction is such that 
it will create a cost, must take into consideration all elements involved in 
that transaction to determine the cost thereby created ; and this determina- 
tion may be made from a finding of a board of directors of a corporation, 
from engineering valuations, from various and sundry studies and experi- 
ence appraisal tables, earnings, and all other information which may be 
available, p. 203. 


Valuation, § 23.1 — Intangibles — Going concern value — Good will. 
5. All value of any property, utility or otherwise, is based partly upon 
certain intangibles ; there is going concern value and good will in any operat- 
ing utility, p. 204. 

Accounting, § 32 — Intangibles — Amortization. 
6. Intangibles should be considered in an original cost determination and 
should be amortized in Account 100.5 or be permitted to remain in plant 


account in accordance with the surrounding circumstances in any particular 
case, p. 204. 


Accounting, § 56 — Utility plant adjustments. 
7. The Commission, in charging off items in Account 107, Utility Plant Ad- 
justments, must exercise considerable care and should supplant judgments 
for formulae to determine whether an item should be charged to earned 
surplus or capital surplus, p. 204. 
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Accounting, § 24.1 — Transactions between affiliates. 
8. A transaction between affiliates should be recognized to the extent that 
it is based on the fair commercial value of property; such a transaction 
should be closely scrutinized, but if it meets all of the tests which can be 
applied for fairness and sound commercial value, it should then be recog. 
nized, p. 206. 


Corporations, § 1 — Federal and state laws. 
9. State laws, corporations created by state laws, and transactions carried 
out under state laws must be recognized, and, where necessary, force and 
effect must be given to state laws where they are controlling as to the 
creation, consolidation, and merger of corporations, notwithstanding pro- 
visions of the Federal Power Act, p. 206. 


Accounting, § 32 — Acquisition costs — Cost arising from consolidation, 


10. Account 100.5 of the state system of accounts takes into consideration 
as an acquisition cost a cost arising by “purchase, merger, or consolida- 
tion,” and the Commission in an accounting reclassification must, therefore, 
look to the state law to determine what constitutes a consolidation, p. 206. 


Consolidation, merger, and sale, § 4 — What constitutes consolidation. 
11. A consolidation results from the union of two or more corporations 
wherein all of the consolidating companies surrender their separate exist- 
ence and become parts of a new corporation, as distinguished from a merger, 
which is the union of two or more corporations by transfer of property 
of all to one of them which continues in existence, the others being swal- 
lowed up or merged therein, p. 206. 


Accounting, § 24.1 — Property cost — Transaction not at arm’s length. 
12. A rule prohibiting the creation of any cost in a transaction which is 
not at arm’s length cannot be followed blindly and cannot be adopted as 
applicable in all cases, although write-ups should be corrected and inflation 
eliminated wherever found in the accounts of a public utility, p. 208. 


Accounting, § 6 — System of accounts — Sound accounting principles. 
13. A system of accounts must be treated realistically without going con- 
trary to sound accounting principles, common sense being used in interpret- 
ing and applying a system of accounts, p. 208. 


Accounting, § 32 — Costs of consolidated companies. 

14. The Commission, in determining original cost for a consolidated cor- 
poration, disregarded a series of transactions leading up to the formation 
of a predecessor company, except as they affected original cost, and looked 
at the commercial value in regard to the consolidation, requiring that the 
difference between acquisition cost as determined by a sound commercial 
value and original cost should go into Account 100.5 to be distributed to its 
various subaccounts, p. 211. 


Valuation, § 32 — Original cost determination — Securities as a consideration. 
15. The value of stock paid as part consideration for acquisition of prop- 
erty prior to a consolidation resulting in a power corporation was held to 
be, on a cash basis, at least equal to par of $100 where the lowest price 
of the stock during the year when the transactions took place was $1335, 
notwithstanding an argument that there should be a lower valuation be- 
cause of a discount upon the market price of bonds, at an earlier date, 
on the theory that such bonds were convertible into stock, p. 211. 


56 PUR(NS) 194 





Con. 


Ace 


Vals 


Vals 


Vali 


Acc 


Evi 


Val 


Val 


con- 
pret- 


cor- 
ation 
oked 
t the 
rcial 
0 its 


tion. 
rop- 
id to 
price 
3135, 
| be- 
date, 


RE THE MONTANA POWER COMPANY 


Consolidation, merger, and sale, § 4 — What constitutes consolidation. 
16. A technical and legal consolidation was held to have resulted from an 
agreement of consolidation between predecessor companies which had been 
consummated, p. 212. 


Accounting, § 32 — Cost created by consolidation. 
17. A consolidation of predecessor companies into a new corporation was 
held, under the uniform system of accounts for electric utilities, to be a 
transaction involving and creating a cost to the consolidated companies, 
where the system of accounts recognized not only a “purchase” but “merger, 
consolidation, liquidation, or otherwise” as a means of acquiring utility 
plant, p. 212. 


Valuation, § 32 — Cost determination — Stock issued for property. 
18. The value of shares of stock issued by a consolidated company for 
property acquired in the consolidation should be valued on a cash basis in 
a determination of original cost, consideration being given to expert testi- 
mony, market price of stock, evidence of valuation of hydroelectric sites 
acquired, dividend restrictions, and the judgment of boards of directors 
as reflected by an agreement of consolidation and by their minutes, p. 213. 


Valuation, § 67 — Cost determination. 
19. A valuation necessary to determine cost must not be arbitrary or un- 
reasonable, and the Commission is bound to examine all the evidence in 
the case and arrive at a conclusion upon a basis of fair valuation, taking 
into consideration the interest of the public and of the stockholders, and 
the Commission is not bound positively to book figures, p. 217. 


Valuation, § 69.1 — Cost determination — Stock purchases by promoters. 


20. A purchase by individuals of the stock of a company owning power 
properties along with town lots and other property, part of which stock 
was sold to a power company later consolidated, was held not to affect the 
cost of the properties where there was no public use prior to the sale to 
the power company, the power company was not interested in town lots or 
any property other than that devoted to electric power, and the individuals 
were not incorporators but subsequent purchasers of the stock, p. 218. 


Accounting, § 24.1 — Property cost — Transaction between affiliates. 
21. Transactions between affiliates cannot be eliminated by any rule of 
thumb, and where stock is issued by a subsidiary to a parent for the acquisi- 
tion of property the value of such consideration is necessarily determined 
on a cash basis to determine cost under the system of accounts, p. 221. 


Evidence, § 31 — Recitals in minutes of board of directors — Consideration for 
property acquisition. 
22. Recitals in the minutes of the board of directors of a corporation issu- 
ing stock to a parent for acquisition of property must be taken as true, 
in a determination of the cost of property acquired, under the requirements 
of Montana statutes when no question is raised as to the competency of the 
board of directors and the officers, p. 222. 


Valuation, § 69.1 — Cost determination — Transaction between affiliates. 
23. A cost can be created in a transaction between affiliates if that trans- 
action is based on sound commercial value, p. 222. 
Valuation, § 69.1 — Cost determination — Payment to affiliate — Construction 
fee. 
24. A construction fee paid to an affiliate which is shown to be a fee 
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entirely and not a cost, although it has been entered on a power company’s 
plant account, should be disallowed in an original cost determination when 
there is no effort to show what service was rendered for the fee, it appear- 
ing that it was nothing but a charge by a parent company, p. 227. 


Accounting, § 32 — Acquisition adjustments — Cost of hydraulic lands and land 
rights. 
25. An excess for hydraulic lands and land rights over original cost of the 
same, contained in Account 100.5, should be retained for as long as the 
land rights are used by the company and continue to have value, p. 228. 


Accounting, § 56 — Amortization of intangibles. 
26. Intangibles have value and should not be given the summary treatment 
of automatic amortization, and when they are shown to have value, they 
should remain in Account 100.5 for as long as they continue to have value; 
but intangibles representing a part of acquisition cost on properties no 
longer in use should be amortized, p. 228. 


Accounting, § 56 — Utility plant adjustments. 
27. Items in Account 107, Utility Plant Adjustments, resulting from the 
issuance of stock with a book value which is in excess of actual value 
should be eliminated by appropriate charges to Account 271, Earned Sur- 
plus, and to Account 270, Capital Surplus, p. 230. 


Commissions, § 11 — Jurisdiction — Court decisions. 
Cases listed by Montana Commission in which the Montana supreme court 
has upheld the power of the Commission to regulate utilities, p. 197. 

Accounting, § 6 — Uniform system of accounts — Electric utilities. 
Description by Montana Commission of the Uniform System of Accounts 
for Electric Utilities, p. 200. 

Accounting, § 32 — Definitions — Original cost — Cost. 


Discussion of definitions, contained in Montana uniform system of accounts, 
of the terms “original cost” and “cost” and interpretations of such defini- 
tions, p. 201. 


Accounting, § 6 — Property cost — Conflicting regulations. 
Discussion, by Montana Commission, of rulings and decisions of the In- 
ternal Revenue Bureau with respect to creation of a profit as the result of 
a transaction which creates a cost and of the position of the staff of the 
Federal Power Commission, with the resulting necessity of keeping several 
sets of books in accordance with regulation of any number of Federal 
bureaus having jurisdiction—all of which may be avoided by following 
sound accounting and attempting to determine sound commercial value of 
property involved, p. 208. 

Valuation, § 69.1 —-Cost determination — Transactions between affiliates — 

: Arm’s-length bargaining. 

Discussion of evidence leading to the conclusion that a transaction whereby 
a power company acquired property created a cost in view of arm’s-length 
bargaining between stockholders and a corporation, p. 223. 


> 
By the Commission: Contem- its findings of fact and order in the 
poraneously with the filing of this above-entitled matter. This Com- 
opinion, this Commission had made mission believes it proper and advis- 
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able to set forth in this opinion the 
basis of the principal conclusions up- 
on which its findings of fact and or- 
der are predicated. Many points 
raised at the hearing and in the briefs 
which are not touched upon in the 
findings of fact will be discussed here- 
in. 
The jurisdiction in this Commis- 
sion for this proceeding arises out of 
§§ 3879 through 3913, Revised Codes 
of Montana, 1935. The specific pro- 
visions are contained mainly but not 
entirely in § 3885, which reads: 

“No public utility shall keep any 
other books, accounts, papers, or 
records of the business transacted, 
than those prescribed or approved by 
the Commission. Each public util- 


ity shall have an office in one of the 
towns, villages, or cities in this state, 
in which its property, or some part 
thereof, is located, and shall keep in 


said office all such books, accounts, 
papers, and records as shall be re- 
quired by the Commission to be kept 
within the state. No books, ac- 
counts, papers, or records, required 
by the Commission to be kept within 
the state shall at any time be removed 
from the state, except upon such con- 
ditions as may be prescribed by the 
Commission.” 

The power of this Commission 
to regulate utilities has been upheld 
by the Montana Supreme Court in 
the following cases among others: 
State ex rel. Billings v. Billings Gas 
Co. 55 Mont 102, PURI918F 768, 
173 Pac 799; Public Service Com- 
mission v. Helena, 52 Mont 527, 
PURI916F 389, 159 Pac 24; Bill- 
ings Utility Co. v. Public Service 
Commission, 62 Mont 21, PUR 
1922B 730, 203 Pac 366; Billings v. 
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Public Service Commission, 67 Mont 
29, PURI923E 77, 214 Pac 608; 
Great Northern Utilities Co. v. Pub- 
lic Service Commission, 88 Mont 180, 
PURI1930E 134, 293 Pac 294; Galla- 
tin Nat. Gas Co. v. Public Service 
Commission (1927) 79 Mont 269, 
256 Pac 373. 

On December 17, 1942, this Com- 
mission adopted its Uniform System 
of Accounts for Electric Utilities. 
This system of accounts is commonly 
known as the original cost system of 
accounts. It was adopted from the 
Uniform System of Accounts for Elec- 
tric Utilities of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners. It is very similar to the Fed- 
eral Power Commission system of 
accounts. There are few differences. 
One is that our system has no Ac- 
count 108, which is common utility 
plant. Our system of accounts con- 
templates that we have a different sys- 
tem of accounts for gas, water, and 
electric utilities. It must be borne in 
mind throughout this opinion that this 
Commission is talking only of the elec- 
tric plant of The Montana Power 
Company. 

It must also be borne in mind that 
this is not a rate proceeding but has 
to do entirely with a reclassification 
of accounts so that this Commission 
can determine of just what the plant 
accounts of The Montana Power Com- 
pany are made up and what the orig- 
inal and acquisition costs to the com- 
pany were of all of its properties. 

The Commission is fully aware of 
the fact that this case is one of im- 
portance. It is the first proceeding be- 
fore this Commission under its Uni- 
form System of Accounts for Electric 
Utilities, which became effective Jan- 
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uary 1, 1943. It involves large 
amounts in the property accounts of 
The Montana Power Company. 

The Montana Power Company 
came into being as result of a consol- 
idation in 1912. The Montana Power 
Company was formed as a New Jersey 
corporation and an agreement of con- 
solidation was entered into, dated 
November 11, 1912, and was consum- 
mated on December 12, 1912, whereby 
the Butte Electric and Power Com- 
pany, the Madison River Power Com- 
pany, the Billings & Eastern Montana 
Power Company, and Missouri River 
Electric & Power Company consoli- 
dated into The Montana Power Com- 
pany. Thereafter, on February 11, 
1913, John D. Ryan and his associates 
sold to The Montana Power Company 
a remaining one-half interest in the 
Great Falls Water Power & Town- 
site Company and all of the stock of 
Thompson Falls Power Company in 
consideration of stocks of The Mon- 
tana Power Company. These two 
transactions are referred to in the vari- 
ous briefs filed in this case as the 1912 
and 1913 transactions. 


The Montana Power Company 
stated at the hearing and later argued 
in its briefs that the two transactions 
were one, but there was not suffi- 
cient proof presented on this point 
at the hearing to establish this con- 
tention. 

[1] It acquired numerous small 
properties in the state thereafter, but 
one of any size. In 1929 the Ameri- 
can Power & Light acquired by pur- 
chase and trade most of its common 
stock and The Montana Power Com- 
pany called its 7 per cent preferred and 
issued in lieu thereof in round figures 
about $16,000,000 of 6 per cent pre- 
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ferred over 70 per cent of which is held 
in Montana. Both the American Pow- 
er & Light and the preferred stock- 
holders have been allowed to intervene 
by this Commission because they will 
be affected by any order made. See Re 
Columbia Gas & E. Corp. (1939) 4 
SEC 406, 28 PUR(NS) 476. 

In response to the adoption of the 
system of accounts The Montana Pow- 
er Company filed with this Commis- 
sion its reclassification of accounts 
which is Exhibit 48 of the record here- 
in. This Commission desiring more 
information hereon issued its order to 
show cause to the company and this 
hearing resulted therefrom. 

A concurrent hearing before the 
Federal Power Commission and this 
Commission was agreed upon to be 
held at Butte, Montana, commencing 
March 27, 1944. The hearings in this 
case extended over a period of thirty- 
five days of actual proceedings before 
this Commission. The oral testimony 
introduced comprised a transcript of 
5,981 pages. The documentary evi- 
dence consisted of 420 exhibits, rang- 
ing in volume from one page to as 
high as 566 pages per exhibit. It 
would be entirely impossible to recite 
or summarize the full testimony and 
exhibits. 

For the purpose of this opinion, this 
Commission will relate only such por- 
tions of the testimony as pertain to 
matters in dispute, although the entire 
transcript and exhibits have been fully 
considered. 

We acknowledge the benefit and 
assistance of complete and exhaustive 
briefs and oral argument. 

The Montana Commission had the 
benefit of attending the trial of this 
case which was tried by able counsel, 


198 





s held 
Pow- 
stock- 
TVvene 
y will 
ee Re 
9) 4 


f the 
Pow- 
nmis- 
ounts 
here- 
more 


ler to 
1 this 


2 the 
1 this 
to be 
ncing 
n this 
hirty- 
efore 
mony 
pt of 
” evi- 
rang- 
to as 

It 
recite 
- and 


, this 
- por- 
in to 
ontire 
fully 


and 
istive 


d the 
~ this 
insel, 


RE THE MONTANA POWER COMPANY 


The Federal Power Commission coun- 
sel took the view most unfavorable 
to The Montana Power Company in 
every transaction, while The Mon- 
tana Power Company attempted to 
take the more favorable view. Many 
times the staff of the Federal Power 
Commission and The Montana Power 
Company took a view not entirely sup- 
ported by the record, or at least not 
substantially supported by the record, 
so that all of the testimony had to be 
carefully studied. 

One example of this was Mr. John 
O’Neill, an accountant for the Federal 
Power Commission, who made a state- 
ment which appears at page 4393 of the 
record as follows: “Montana Power 
Transmission Company from available 
evidence was acquired in part to elim- 
inate competition and in part for its 
earning power. The Big Hole dam of 
the Montana Transmission Company 
was abandoned many years ago, and 
its transmission line rebuilt.” 

This was his own opinion of what 
happened. An amount in the sum of 
$507,946.09 was paid by the Butte 
Electric and Power Company in the 
acquisition of this property over the 
book cost of $572,849.03 to the Mon- 
tana Power Transmission Company, 
but why this additional amount was 
paid by the Butte Electric and Power 
Company is not disclosed anywhere in 
the record. That it was a bona fide 
and arm’s-length transaction is not 
questioned. The only record of the 
transaction is the minutes of the di- 
rectors’ meeting, but these are not il- 
luminating. 

Strict rules of evidence were not 
followed in the introduction of evi- 
dence in the trial of this case. As a 
consequence, witnesses were allowed to 
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state their opinions on any subject. 
Many of the witnesses who testified on 
both sides made statements of opinion 
and surmise and were allowed to do so. 
The record is cluttered with a lot of 
extraneous matter which could better 
have been left out. Many documents 
were put in evidence, the writers of 
which were not identified, nor was 
there any proof adduced which would 
indicate that the writers thereof had 
any knowledge of the subject or had 
authority to bind the person or cor- 
poration about whom the document 
was written. 

This hearing was held before an ex- 
aminer for the Federal Power Com- 
mission and before this Commission; 
and in view of the fact that certain evi- 
dence was admitted by one Commis- 
sion and rejected by the other, we have 
reached our conclusions based upon the 
evidence admitted by the examiner for 
the Federal Power Commission; and 
there is no instance in which we have 
reached our conclusions based upon 
evidence admitted by our Commis- 
sion, but rejected by the examiner for 
the Federal Power Commission. We 
believe, however, that the evidence ad- 
mitted by our Commission and reject- 
ed by the examiner for the Federal 
Power Commission was competent, 
relevant, and pertinent evidence and 
that if considered it would strengthen 
the conclusions reached by us. 

We consider ourselves fortunate in 
having been able to hear all of the wit- 
nesses in this case and to have had the 
opportunity of seeing the demeanor 
and conduct on the stand and of being 
in the best position to determine their 
credibility. We also consider our- 
selves fortunate in having before us for 
consideration an attack by the staff of 
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the Federal Power Commission on 
every transaction in the history of The 
Montana Power Company about 
which there could be any possible ques- 
tion and the defense by the company 
to each of these transactions. We be- 
lieve that all of the evidence which is 
available on each side of each issue has 
been presented. 

In view of the fact that the staff of 
the Federal Power Commission in this 
proceeding took the position of criticiz- 
ing every possible transaction, and the 
company took the position of defend- 
ing every transaction which was criti- 
cized, it becomes necessary for us in 
writing this opinion to at times 
criticize the views advocated by the 
staff and to at times criticize the views 
advocated by The Montana Power 
Company. In reality, we find our- 
selves in the same position as a court 
which has heard a case presented by 
adverse parties. 

The System of Accounts for Electric 
Utilities now in effect and adopted by 
this Commission, effective January 1, 
1943, was taken in the main from the 
National Association of Railroad and 
Utilities Commissioners’ System of 
Accounts, commonly known as the 
original cost system of accounts; and 
this Commission takes the view that 
this system of accounts should be used 
realistically to determine original cost 
as a foundation basis of a system of 
accounts for electric utilities. 

The system of accounts is so set up 
that the Commission may find there- 
from what a public utility plant cost 
the person who first devoted-it to a 
public use and what it cost the present 
accounting utility. It shows normal 
depreciation and all of the other fac- 
tors which this Commission should 
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take into consideration. It is, there. 
fore, important that this Commission 
use good judgment and treat the sys. 
tem of accounts realistically. 

The scope of the present investiga- 
tion is to determine of just what the 
plant account of The Montana Power 
Company consists, that is, to deter- 
mine what is contained in each account 
as shown by our new original cost 
system of accounts. The principal 
issues in this case are: 

1. What is the original cost of The 
Montana Power Company’s electric 
property as that term is defined in this 
Commission’s Uniform System of Ac- 
counts for Electric Utilities? 

2. Should The Montana Power 
Company be ordered to adjust its 
plant and other accounts to comply 
with this Commission’s requirements 
of Uniform System of Accounts? 

3. How should the consolidation of 
1912 be treated from the standpoint of 
original cost and acquisition adjust- 
ments? 

4. How should the 1913 transac- 
tion with Ryan be treated from the 
standpoint of original cost and acqui- 
sition adjustments? 

5. What disposition should be made 
of the amounts found to be properly in- 
cludable in Account 100.5? 

6. How should the amount found 
properly includable in Account 107 be 
disposed of ? 

The balance sheet accounts con- 
tained in this Commission’s Uniform 
System of Accounts are contained at 
pages 23, 24, and 25 thereof, and 
the booklet on Uniform System of 
Accounts is Exhibit 51 of the record 
in this case. The accounts therein con- 
tained which are most material to this 
opinion are as follows: 
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I 
Utility Plant 
100 Utility Plant 
107 Utility Plant Adjustments 


II 
Investment and Fund Accounts 
110 Other Physical Property 


V 
Capital Stock Discount and Expense 


150 Discount on Capital Stock 
151 Capital Stock Expense 


XIII 
Surplus 
270 Capital Surplus 


271 Earned Surplus 

Account 100, Utility Plant, has the 

following subdivisions, to wit: 
Utility Plant in Service 
Utility Plant Leased to Others 
Construction Work in Progress 
Utility Plant Held for Future Use 
Utility Plant Acquisition Adjustments 
Utility Plant in Process of Classifica- 

tion 

Careful attention must be given to 
the definitions and instructions in con- 
nection with all of these accounts. 
Many of these accounts have several 
subaccounts. For instance, the follow- 
ing instruction is given under 100.1: 

“A. This account shall include the 
original cost of utility plant included 
in Accounts 301 to 390, together with 
the amounts recorded in Accounts 391 
and 392, owned and used by the util- 
ity in its electric utility operations in- 
cluding such property owned by the 
utility but held by nominees.” 

Account 100.5 has the same sub- 
accounts as Account 100.1. 

At pages 75 and 76 of the Uniform 
System of Accounts for Electric Util- 
ities, which is Exhibit 51 in this case, 
are set forth the required utility plant 
accounts, of which the following are 
material to a decision and order in 
this case: 
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I. 
Intangible Plant 
301 Organization 
II. 
Production Plant 
B. Hydraulic Production 
320 Land and Land Rights 
While there are many other ac- 
counts contained in the utility plant 
account, there are no items in dispute 
under them. The construction cost of 
all of the properties of The Montana 
Power Company has been agreed up- 
on and is not in dispute. Again we 
wish to state that caution must be used 
in discussing any of these accounts to 
read the instructions under which 


these accounts must be set up. 

This system of accounts contains” 
definitions on pages 9 through 12 and 
under those definitions, No. 26 de- 
fines original cost as follows: “ ‘Orig- 
inal cost,’ as applied to utility plant, 
means the cost of such property to the 


person first devoting it to public serv- 
ice.” 

Under No. 10: “ ‘Cost’ means the 
amount of money actually paid for 
property or services, or the cash value 
at the time of the transaction of any 
consideration other than money (see, 
however, Utility Plant Instruction 
$).” 

As we have previously stated, the 
original cost system of accounts is a 
revolution in accounting. The Mon- 
tana Power Company since the crea- 
tion of the Montana Public Service 
Commission in 1913 has conformed 
with the system of accounts prescribed 
by this Commission. Following the 
depression of 1929, it was determined 
by the various Public Utility Com- 
missions of the forty-eight states that 
a new system of cost and valuation was 
necessary; and the National Associa- 
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tion of Railroad and Utilities Com- 
missioners adopted a uniform system 
of accounts known as the “original 
cost” system. As heretofore set out, 
this system of accounts has many sub- 
divisions, the purpose of which is to 
disclose the breakdown of all of the 
items contained in the plant accounts 
of an electric utility. The definition 
of original cost of the property is de- 
fined by the system of accounts as the 
cost to the persons first devoting it to 
public use. 

In the case of Re Wisconsin Michi- 
gan Power Co. (1939) 32 PUR(NS) 
211, the Wisconsin Public Service 
Commission had under consideration 
the question of original cost; it arose 
out of a purchase and sale of a power 
plant. The facts disclosed that the 


power plant had been built by “A” 
Company, which company did not de- 


vote it to a public use. ‘A’? Company 
sold the power plant to “B”’ Company, 
which company devoted it to public 
use. “A” sold the property to “B” at 
less than its recorded cost, and ‘B” 
wishing to realize an increment in 
value insisted that the original cost of 
the plant and hydroelectric lands 
should be the cost of “A” Company. 
(It is interesting to note that Wiscon- 
sin was one of the first states to adopt 
the original cost system of accounts, 
and that their accountant, John Bick- 
ley, was a witness in this case.) The 
Wisconsin Commission, after dis- 
cussing the foregoing facts, made the 
following determination as to original 
cost, supra, 32 PUR(NS) at pp. 216, 
ef. 

“Under definitions in the Uniform 
System of Accounts for Electric Util- 
ities (Classes A and B), item 26 reads 
as follows: “ ‘Original cost,’ as ap- 
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plied to utility plant, means the cost of 
such property to the person first devot- 
ing it to public service.” 

“The applicant claims that irre. 
spective of whether or not the Oconto 
River Power Company is a public util. 
ity within the meaning of Chap 196, 
Statutes, it is, and its predecessors 
were, devoting this property to a pub- 
lic use within the meaning of the above 
accounting rule since the dam was first 
placed in operation. In support of this 
claim it cites Wisconsin Traction, 
Light, Heat & P. Co. v. Green Bay & 
M. Canal Co. (1925) 188 Wis 54, 205 
NW 551. It desires to show on its 
books the original cost of this property 
to its predecessor in title rather than 
the present purchase cost. 

“The entry of the original cost on 
the books of the applicant company 
with the proper adjustments which 
would be made under the Commis- 
sion’s system of accounts would not 
result in any different situation as to 
the valuation of this company’s prop- 
erty for rate-making purposes than 
would exist if only the present pur- 
chase price of $90,000 should be er- 
tered. However, we are of the opinion 
that Par 26, above quoted, should not 
be construed to apply to a public serv- 
ice other than that of a public utility. 

“For example, if the company 
should acquire an old school building, 
the use of which had been discontinued 
by the school board, to remodel for an 
office building, it is obvious that the 
entry of the original cost of that school 
building which was clearly devoted to 
a public service would have no ma- 
terial bearing or value in connection 
with regulation of public utility ac- 
counts. 

“Numerous other illustrations read- 
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ily suggest themselves. We are of the 
opinion, therefore, that the plant and 
property subject to this acquisition 
proceeding were not devoted to a pub- 
lic service within the meaning of Par 
26 above quoted prior to acquisition 
under this proceeding.” 

This definition contained in the 
Wisconsin system of accounts is iden- 
tical with the definition contained in 
this Commission’s system of accounts. 

The Utah Public Service Commis- 
sion had under consideration the ques- 
tion of original cost in the case of Re 
Mountain Fuel Supply Co. (1940) 33 
PUR(NS) 3, 12, and they made the 
following observation: 

“The Commission has not enter- 
tained the idea that the excess in ques- 
tion should necessarily be written off 
the company’s books. On the con- 
trary, under the new uniform system 
of accounts prescribed by the Com- 
mission for Mountain Fuel Supply 
Company, it appears that the amount 
in question will remain as part of the 
original cost of the properties in ques- 
tion. Original cost under the new sys- 
tem of accounts is defined as the cost 
to the person first devoting the proper- 
ties to public service. In the instant 
case it appears that the properties were 
first devoted to public service by Moun- 
tain Fuel Supply Company, one of the 
immediate predecessors of the present 
Mountain Fuel Supply Company.” 

This Commission has broad powers 
under its system of accounts and its 
instructions to determine original cost. 
Under Utility Plant Account Instruc- 
tion II C, the following language is 
contained : 

“The original cost of utility plant 
may be determined by analysis of util- 
ity’s records, or those of predecessors 
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or vendor companies with respect to 
utility plant previously acquired as 
operating units or system - 

Our Instruction 3D is as follows: 

“When the consideration given for 
property is other than cash, the value 
of such consideration shall be deter- 
mined on a cash basis. In the entry 
recording such transaction, the actual 
consideration shall be described with 
sufficient particularity to identify it. 
The utility shall be prepared to fur- 
nish the Commission the particulars 
of its determination of the cash value 
of the consideration, if other than 
cash.” 

[2] This Commission, therefore, 
has the power to go through the books 
of the accounting utility or its prede- 
cessors to determine the cost of the 
properties to it; and if the property 
was obtained in a transaction involv- 
ing other than cash, the Commission 
may go beyond the books to determine 
the value. 

Account 100.5, known as Utility 
Plant Acquisition Adjustments, shows 
the difference between original cost to 
the first person devoting a utility to a 
public use and the cost to the account- 
ing utility. This recording of cost 
shows the increase or decrease in value 
of any particular plant or equipment 
over a period of years. 

This account has as many subdivi- 
sions as the account showing original 
cost; and all amounts placed therein 
should be classified in accordance with 
their character, so as to show this 
Commission as nearly as possible what 
is contained in this account. 

[8, 4] It is the view of this Commis- 
sion that in transactions where the 
consideration is other than cash the 
56 PUR(NS) 





MONTANA PUBLIC SERVICE COMMISSION 


cost shall be based upon commercial 
value, and this value may be deter- 
mined any number of ways. First, 
this Commission may determine 
whether a transaction is such that it 
will create a cost. Thereafter, this 
Commission must take into consid- 
eration all of the elements involved 
in that transaction to determine the 
cost thereby created. This deter- 
mination may be made from a finding 
of a board of directors of a corpora- 
tion, from engineering valuations, 
from various and sundry studies and 
experience appraisal tables, earnings, 
and all other information which may 
be available. This Commission does 
not feel that it should bind itself to any 
particular theory of determining cost 
or value. We feel that each case 
should be determined upon its own 
merits, that this Commission is a 
court before which all of the parties 
may be heard and have a fair trial, and 
that all sides of every question should 
be properly taken into consideration in 
determining both value and cost, with- 
out lending any more credence to any 
one particular theory or system than 
to any other. 

[5, 6] This Commission believes 
that all value of any property, utility 
or otherwise, is based partly upon cer- 
tain intangibles. There is going con- 
cern value and good will in any 
operating utility. An engineer eval- 
uating the plants of a going utility may 
consciously or unconsciously take into 
consideration its going concern value 
and good will and place thereon a 
higher value than he would if the same 
plant were not operating. He also 
takes into consideration the market 
and other surrounding circumstances. 
It is therefore impossible for this 
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Commission to absolutely and exactly 
segregate intangibles from tangibles: 
and with this in mind, this Commis. 
sion shall interpret this system of ac. 
counts, and for that among other rea- 
sons, this system of accounts was 
adopted. This Commission will con- 
sider intangibles and will amortize 
them in Account 100.5 or will permit 
them to remain in the plant account, as 
it sees fit, in accordance with the sur- 
rounding circumstances in any particu- 
lar case, depending upon what its best 
judgment shall dictate. 

[7] In charging off items in Ac- 
count 107, Utility Plant Adjustments, 
of our system of accounts, this Com- 
mission feels that considerable care 
should be exercised. The system of 
accounts affords a great deal of lee- 
way. The purpose of this leeway is to 
allow this Commission to exercise its 
good, sound judgment and discretion, 
and this judgment should be so exer- 
cised as to do the least harm under 
the circumstances or the greatest possi- 
ble good, as the case may be. We feel 
that considerable thought and discus- 
sion should be given this item by both 
the Commission and the accounting 
utility, to determine whether it should 
be charged to earned surplus or capital 
surplus, however they may be created. 

The value of property fluctuates. 
The original cost system fixes one 
point in that fluctuation. It deter- 
mines the cost to the person who first 
devotes the property to a public use. 
It also retains the cost to the present 
accounting utility, which for many 
years has been the sole basis of the 
accounts of such a utility. This makes 
for an accounting revolution in utility 
accounting. A company has _ been 
keeping its books under a system of 
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accounts which is based solely on cost 
to that company when suddenly we 
switch to a new revolutionary system. 
Care must be used therefore to at- 
tempt in all transactions subsequent to 
the original cost transaction to arrive 
ata fair result. For this reason we be- 
lieve we should supplant judgment for 
formulae. 

In Re Uniform Classification of Ac- 
counts (1934) 16 NHPSCR 282, 8 
PUR(NS) 349, 356, 357, the New 
Hampshire Commission was adopting 
a Uniform System of Accounts for 
Electric Utilities. It is interesting to 
note that the chairman of the New 
Hampshire Commission, Mr. Smith, 
who wrote the opinion is now a mem- 
ber of the Federal Power Commis- 
sion. It was there held: 

“The question of the proper basis of 
charges to the Fixed Capital Accounts 
—whether the original cost of the 
property units in question when first 
devoted to the public use or, if differ- 
ent, their cost to the present owner— 
was one of the most difficult problems 
presented by this proceeding. Vari- 
ous proposals regarding this matter 
were advanced by the Commission dur- 
ing the course of the hearings. 


“For the most part the companies 
contended that they were entitled to 
show as book costs the prices paid for 
property purchased from other util- 


ities. Under the rule of Grafton Coun- 
ty Electric Light & P. Co. v. State, 
77 NH 539, PURI915C 1064, 94 Atl 
193; Re Grafton County Electric 
Light & P. Co. (1917) 6 NHPSCR 
191, the Commission could fix the 
amount to be capitalized, but could 
not prevent the payment of a purchase 
price agreed to by contracting parties. 
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This does not mean, as suggested by 
the companies, that in all cases the 
prices paid for operating properties 
have had the sanction of this Commis- 
sion, although Chap 182, of Laws of 
1933, now gives the Commission 
broad powers when such transactions 
involve affiliates. Nevertheless we 
agree that, for purposes of these ac- 
counts, the present book value of prop- 
erty, used and useful, of the account- 
ing company as of the effective date 
of the classification issued herewith 
may properly be used, provided, as the 
classification stipulates, memorandum 
entries showing actual or, if necessary, 
estimated original costs are made in 
the Continuing Property Record. 
“For the future, however, we believe 
that the basis for fixed capital account- 
ing in the case of property purchased 
by one utility from another should be 
the value of such property as shown on 
the books of the vendor. Any differ- 
ence between this value and the pur- 
chase price is to be provided for in a 
separate account, number: 304—Fixed 
Capital Adjustment, wherein are to be 
shown the details material to each 
such transaction. Thus the accounts 
will reflect both purchase price and 
book value to the predecessor in title, 
while the requirements of the Continu- 
ing Property Record referred to above 
will insure disclosure, through memo- 
randum entries, of the original cost 
of the property when first dedicated 
to the public use. In our opinion, this 
is the function to be served from both 
the regulatory and the corporate 
points of view. The books of account 
will record actual outlays by the ac- 
counting company, but complete data 
will be available as to the financial his- 
tory of each unit of property regard- 
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less of the number of times its owner- 
ship has been transferred.” 

The above statement in the main 
embodies the purpose of the present 
case. 

In 1929, The Montana Power Com- 
pany applied to the Federal Power 
Commission for a lease on the Filat- 
head river at the site of the present 
Kerr development. The Commission 
in that case arrived at what we speak 
of in this opinion as the “Flathead 
formula.” That is a formula for eval- 
uating water-power sites. It is set 
forth in Exhibit 286 of this record, 
which is a part of Senate Document 
153 of the 71st Congress 2nd Session. 

[8] This is not a rate hearing. This 
case involves some transactions which 
were negotiated at arm’s length and 
some transactions between affiliated 
parties which were not at arm’s length. 
We believe our system of accounts con- 
templates, and this opinion is based on 
the theory, that a transaction between 
affiliates should be recognized to the 
extent that it is based on the fair com- 
mercial value of the property at that 
time; that such a transaction should be 
closely scrutinized, but that if it meets 
all of the tests which can be applied 
for fairness and sound commercial 
value that it should then be recognized. 

[9] The Federal Power Commis- 
sion staff, in reaching its conclusions, 
disregarded state laws; and _ their 
brief argues that the Federal Power 
Act supersedes state law. We do not 
believe that this Federal agency has 
the right to disregard state laws. We 
find no conflict between the Federal 
Power Act and the state laws involved 
in this case and believe that the deci- 
sions of the Federal courts require the 
recognition of state laws, of corpora- 
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tions created by state laws and trans- 
actions carried out under state laws, 
In fact, all transactions are carried out 
under state law. We consider this a 
fundamental question of states rights, 
and we cannot agree with a Federal 
agency which refuses to recognize a 
transaction carried out under state 
law. We do not agree that the Feder- 
al courts have disregarded state laws 
in arriving at their conclusions, but 
where necessary have given force and 
effect to state laws where they are con- 
trolling as to the creation, consolida- 
tion, and merger of corporations. 

[10, 11] Account 100.5 of our sys- 
tem of accounting reads as follows: 

“A. This account shall include the 
difference between (a) the cost to the 
accounting utility of utility plant ac- 
quired as an operating unit or system 
by purchase, merger, consolidation, 


liquidation, or otherwise, and (b) the 
original cost, estimated if not known, 
of such property, less the amount or 
amounts which may be credited to the 
depreciation and amortization reserves 
of the accounting utility at the time 
of acquisition with respect to such 


property. The account shall be so 
subdivided, when practicable, as to 
show the amounts applicable to utility 
plant in service, utility plant leased to 
others, and utility plant held for future 
use. (See Utility Plant Instructions 
2, 3, and 4.) 

“B. Whenever practicable, this ac- 
count shall be subdivided according to 
the character of the amounts included 
herein for each property acquisition. 

“C. The amounts recorded in this 
account with respect to each property 
acquisition, shall be depreciated, 
amortized, retained in this account, or 
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otherwise accounted for as the Com- 
mission May approve or direct.” 

It will be noted that this account 
takes into consideration as an acqui- 
sition cost a cost arising by “purchase, 
merger, or consolidation.” We must, 
therefore, look to our law to determine 
what a consolidation is. We find no 
definition of a consolidation in the 
Montana statutes or decisions; we 
must, therefore, go to the common law 
to determine what a consolidation is. 

In the case of Pinellas Ice & Cold 
Storage Co. v. Commissioner of In- 
ternal Revenue (1932) 57 F(2d) 188, 
the court stated and we find this to be 
the general law on the subject: 

“As applied to corporations, the 
terms ‘merger’ and ‘consolidation’ 
have well known legal meanings. 


While the result is practically the same 
in either event, there is this difference. 
In a merger one corporation absorbs 


the other and remains in existence 
while the other is dissolved. In a con- 
solidation a new corporation is created 
and the consolidating corporations are 
extinguished. In either event, the re- 
sulting corporation acquires all the 
property, rights, and franchises of the 
dissolved corporations, and their stock- 
holders become its stockholders. 
Royal Palm Soap Co. v. Seaboard Air 
Line R. Co. (1924) 296 Fed 448; 
Bouvier’s Law Dictionary (3d Ed) 
p. 2202, verbo ‘merger.’ ” 

In the case of Metropolitan Edison 
Co. v. Commissioner of Internal Rev- 
enue (1938) 98 F(2d) 807, 810, the 
court had this to say regarding merg- 
ers and consolidations: 

“These elements comprise all of the 
essential characteristics of a true merg- 
er, which is defined as the union ‘of 
two or more corporations by the trans- 
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fer of property of all to one of them, 
which continues in existence, the 
others being swallowed up or merged 
therein. In regard to the survivor- 
ship of one of the constituent corpora- 
tions, it differs from a “consolidation” 
wherein all of the consolidating com- 
panies surrender their separate exist- 
ence and become parts of a new cor- 
poration.’ Black’s Law Dictionary 
(2d Ed) ; 5 Words and Phrases, First 
Series, p. 4492; 14 (a) CJ 1054 et 
seq.; 15 Fletcher Cyclopedia Corpora- 
tions, § 7041; Cortland Specialty Co. 
v. Commissioner of Internal Revenue 
(1932) 60 F2d 937.” 

We have examined the authorities 
cited in the above quotations and find 
that they all hold in accordance with 
the quotation, and we find no law to 
the contrary. For this purpose we 
have even gone to the case of Alabama 
Power Co. v. McNinch (1937) 68 
App DC 132, 21 PUR(NS) 225, 94 
F(2d) 601. In that case the court 
discusses many Alabama cases which 
hold with the weight of authority on 
mergers and consolidations. How- 
ever, in that case it must be remem- 
bered that the system of accounts did 
not recognize a merger as creating 
cost. Our system of accounts con- 
templates that corporations may ac- 
quire property “by purchase, merger, 
consolidation, liquidation, or other- 
wise.” Our system of accounts also 
recognized that in those transactions 
property is often exchanged for stock, 
and that when such a transaction oc- 
curs, we are guided by our Instruction 
3 D, supra. We must, therefore, de- 
termine what a transaction was; 
whether a consolidation, liquidation, 
or merger; then determine whether it 
is recognized by our system of ac- 
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counts as creating a cost and, if it is 
recognized, what its effect is upon cost. 

[12] We recognize the fact that a 
rule has been adopted by some regu- 
latory Commissions which prohibits 
the creation of any cost in a transac- 
tion which is not at arm’s length. We 
believe, however, that this is a rule 
which could not be followed blindly 
and which could not be adopted by this 
Commission as applicable in all cases. 
Our desire is similar to that of the 
court in Connecticut Light & P. Co. v. 
Federal Power Commission (1944) 
78 US App DC 356, 52 PUR(NS) 
216, 141 F(2d) 14, 18, where the 
court said that in its interpretation it 
did not wish to be bound to a rule of 
thumb. 

We are likewise anxious to correct 
write-ups and to eliminate inflation 
wherever it may be found in the ac- 
counts of a public utility. We take this 
occasion to say that we view our sys- 
tem of accounts realistically and are 
seeking to determine original cost. 

Most accounting authorities are 
agreed that a cost can be created by a 
transaction between affiliates. This is 
recognized accounting. If a corpora- 
tion is formed, it is an accounting en- 
tity. 

We cannot help but deviate from the 
trend of thought for a moment and re- 
flect upon the rulings and decisions of 
the Internal Revenue Bureau, which 
jumps upon any transaction which 
may create profit. (Profit is the result 
of a transaction which creates a cost.) 
It recognizes every transaction which 
is recognized by the states in regard to 
corporations. This is just contrary to 
the position of the staff of the Fed- 
eral Power Commission. Account- 
ants, lawyers and their clients will soon 
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be in a position of having to keep sey. 
eral sets of books in accordance with 
the regulation of any number of Fed. 
eral bureaus under whose jurisdiction 
they may be. We feel all of this can 
be avoided by following sound ac. 
counting and attempting to determine 
the sound commercial value of the 
property involved. 

[13] In the case of Re Arkansas 
Power & Light Co. Docket No. 225, 
dated June 24, 1944, 55 PUR(NS) 
129, 158, four of the same witnesses 
testified as testified in this case. The 
Arkansas Commission in that case dis- 
cusses all of the witnesses and their 
testimony and makes this statement: 

“While the administration of a sys- 
tem of accounts, by a regulatory body 
may involve other than accounting de- 
termination, it cannot direct a disposi- 
tion of amounts upon the premise that 
it is suggested by sound accounting 
when, in fact, it has no such basis. Nor 
should we require accounting which is 
not in accord with sound accounting 
principles and practices. The record 
contains the statement that regulatory 
accounting has more latitude. To 
whatever extent this may be true, it is 
not without positive limitations, and 
care must be taken not to exercise 
powers which do not fall within the 
accounting field. True, our regulatory 
authority encompasses other powers 
than accounting supervision; yet we 
cannot legislate away existing rights, 
destroy values, or adjudicate rights 
and interests between persons under 
the guise of compelling uniform or 
more informative recording and re- 
porting.” 

We feel that that decision is the out- 
standing decision on the original cost 
system of accounts, and the principles 
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therein set forth are quite nearly ad- 
hered to by this Commission. We feel 
that it treats the system of accounts 
realistically and as it should be treated. 

Like the Arkansas Commission we 
believe that the three eminent and in- 
dependent accounting authorities who 
testified on the subject of transactions 
between affiliates in this case have 
“national reputations and are con- 
ceded” to have no superiors in the 
field of accounting and economics. 
According to them, the test of the 
validity of a transaction between affil- 
jates is whether the sound commercial 
value of the property at the time of the 
transaction supports the price paid. 

These accounting authorities were 
Dr. Thos. H. Sanders, Dr. Wm. A. 
Paton, and Mr. Henry A. Horne. 
Each was an independent and im- 
nartial witness. 

Dr. Sanders is one of the most 
prominent members of his profession. 
He has been teaching since 1918 and 
has been a full professor in the Har- 
vard Graduate School of Business Ad- 
ministration since 1927. For years he 
has acted as a private consultant on ac- 
counting matters, has been active in 
the American Institute of Accountants, 
and is one of the authors of the fre- 
quently quoted work published by the 
Institute of Accountants, entitled “A 
Statement of Accounting Principles.” 
He has collaborated for the Depart- 
ment of Commerce with the Com- 
mittee on Statistical Reporting and 
Uniform Accounting for Industry. 
He was consultant to the Securities & 
Exchange Commission when it was 
first created. Recently, he has served 
as chief of a cost analysis section of 
the OPM, later WPB. He participat- 
ed in the development of renegotiation 
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proceedings and methods and served 
as a member of the Price Adjustment 
Boards of the War Department, Navy 
Department, and Maritime Commis- 
sion. 


Dr. Paton enjoys equal prominence. 
He is a certified public accountant, an 
author, and a professor. For twenty- 
five years he has been teaching and 
practicing accounting; he has written 
many leading accounting articles and 
books now in general use throughout 
the country, including the “Account- 
ants’ Handbook.” 


Mr. Henry A. Horne is an inde- 
pendent certified public accountant con- 
nected with the accounting firm of 
Webster, Horne & Blanchard, and for 
almost fifty years has worked in the 
field of accounting. He has been ac- 
tive in the American Institute of Ac- 
countants and chairman of the Insti- 
tute Committee on Public Utility Ac- 
counting. 

John H, Bickley, who prepared the 
company’s revised reclassification, was 
for nine years a professor of account- 
ing and business finance at Lehigh 
University and has been an accountant 
for the Public Service Commission of 
Wisconsin, chairman of the Commit- 
tee on Accounts of the National As- 
sociation of Railroad and Utilities 
Commissioners, chief accountant of the 
special telephone investigation for the 
Federal Communications Commission, 
and for the last seven years an inde- 
pendent certified public accountant and 
public utility consultant. 


It is argued that no cost can be 
created in a transaction between affli- 


ates. However, we were greatly im- 
pressed with the learning, the honesty, 
and the straight-forward way in which 
56 PUR(NS) 





MONTANA PUBLIC SERVICE COMMISSION 


these independent accountants gave 
their testimony. We believe that un- 
less we adopted the principles to which 
they testified we would be going con- 
trary to sound accounting principles. 

In the recent case of Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 276, 51 
PUR(NS) 193, 64 S Ct 281, the 
Supreme Court had before it a case of 
a natural gas utility and the regulation 
of its rates. Mr. Justice Jackson, in a 
dissenting opinion, had the following 
to say ina footnote. Weare, however, 
very much impressed by the language 
therein ; and it is the theory we are fol- 
lowing in our decision of this case: 

“To make a fetish of mere account- 
ing is to shield from examination the 
deeper causes, forces, movements, and 
conditions which should govern rates. 
Even as a recording of current transac- 
tions, bookkeeping is hardly an exact 
science. As a representation of the con- 
dition and trend of a business it uses 
symbols of certainty to express values 
that actually are in constant flux. It 
may be said that in commercial or in- 
vestment banking or any business ex- 
tending credit success depends on 
knowing what not to believe in ac- 
counting. Few concerns go into bank- 
ruptcy or reorganization whose books 
do not show them solvent and often 
even profitable. If one cannot rely on 
accountancy accurately to disclose past 
or current conditions of a business, the 
fallacy of using it as a sole guide to fu- 
ture price policy ought to be apparent. 
However, our quest for certitude is so 
ardent that we pay an irrational rever- 
ence to a technique which uses symbols 
of certainty, even though experience 
again and again warns us that they are 
56 PUR(NS) 


delusive. Few writers have ventured 
to challenge this American idolatry, 
but see Hamilton, Cost as a Standard 
for Price, 4 Law and Contemporary 
Problems 321, 323-325. He observes 
that ‘As the apostle would put it, ac. 
countancy is all things to all men, 
Its purpose determines the 
character of a system of accounts,’ 
He analyzes the hypothetical character 
of accounting and says ‘It was no 
eternal mold for pecuniary verities 
handed down from on high. It was— 
like logic or algebra, or the device of 
analogy in the law—an ingenious con- 
trivance of the human mind to servea 
limited and practical purpose. 
Accountancy is far from being a pecun- 
iary expression of all that is indus- 
trial reality. It is an instrument, highly 
selective in its application, in the serv- 
ice of the institution of money making,’ 
As to capital account he observes ‘In 
an enterprise in lusty competition with 
others of its kind, survival is the thing 
and the system of accounts has its 
focus in solvency. According- 
ly depreciation, obsolescence, and other 
factors which carry no immediate 
threat are matters of lesser concern 
and the capital account is likely to be 
regarded as a secondary phenomenon. 
: But in an enterprise, such asa 
public utility, where continued survival 
seems assured, solvency is likely to be 
taken for granted. A persist 
ent and ingenious attention is likely 
to be directed not so much to securing 
the upkeep of the physical property as 
to making it certain that capitalization 
fails in not one whit to give full recog- 
nition to every item that should go 
into the account.’ ” 
We agree with Justice Jackson that 
common sense should be used in inter- 
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preting and applying a system of ac- 
counts. 

[14] The staff of the Federal Power 
Commission has attacked a series of 
transactions leading up to the forma- 
tion of the Butte Electric and Power 
Company. No purpose could be 
served by detailing those transactions. 
They are completely set forth in Ex- 
hibit 253. It should be noted that they 
open the plant account of Butte Gen- 
eral Electric Company at nothing. 


Exhibit 244 shows the common di- 
rectors of each predecessor of Butte 
Electric and Power Company. The 
staff of the Federal Power Commis- 
sion places all of the difference between 
recorded cost of the old companies and 
acquisition cost to the new company in 
Account 107, as shown by Exhibit 
262. We disregard all of these trans- 
actions, except as they affect original 
cost, and look at the commercial value 
in regard to the 1912 consolidation. 
The difference then between the ac- 
quisition cost as determined by the 
sound commercial value and the orig- 
inal cost goes into Account 100.5 to be 
distributed to its various subaccounts. 
That will be treated further along in 
this opinion. The Federal Power 
Commission’s itemized Account 100.5 
isfound in Exhibit 259, and The Mon- 
tana Power Company’s in Exhibit 48. 


There is no controversy about the 
original cost of the hydraulic land and 
land rights in the Hebgen dam site, in 
the Madison river site, in the Canyon 
ferry site, in the Hauser lake site, and 
in the Mystic lake site, or in the Mill- 


town site. Those original costs, in- 
cluding additions up to January 1, 
1937, were agreed upon by all parties. 
The recital of those original costs are 
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contained in our findings of fact, and 
are not in dispute. 

[15] One matter in dispute was the 
cost to Butte Electric and Power Com- 
pany of the first half interest in the 
stock of Great Falls Water Power & 
Townsite Company. The first half of 
the stock of Great Falls Water Power 
& Townsite Company was acquired by 
Butte Electric and Power Company in 
a purchase from John D. Ryan and his 
associates by a contract dated January 
19, 1909. The consideration paid by 
Butte Electric and Power Company in 
that transaction was $150,000 in cash; 
$1,350,000 in bonds of Butte Electric 
and Power Company ; 10,000 shares of 
common stock having a par value of 
$1,000,000. There is no controversy 
as to the cash paid or the bonds paid. 
The total of those two was $1,500,000. 
The staff of the Federal Power Com- 
mission, in interpreting a provision of 
its system of accounts, which is in all 
particulars identical with Utility Plant 
Instruction 3D in our system of ac- 
counts, discounted the common stock 
in an amount of $350,000. 


Under our system of accounts we 
are required to follow Utility Plant 
Instruction 3D, supra. 

In determining the value of the 
common stock of Butte Electric and 
Power Company on a cash basis, we 
have testimony in the record that the 
stock of Butte Electric and Power 
Company on or about July, 1909, was 
selling in the market at approximately 
$135 per share. The exhibit to which 
we have last referred shows that the 
lowest price of the stock during the 
year 1909 was $135. This is the only 
direct evidence in the record as to the 
market value of Butte Electric and 
Power Company common stock during 
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the year 1909. On this basis we have 
been forced to the conclusion that the 
value of such stock on a cash basis was 
at least equal to its par. We cannot 
agree with the argument made in the 
briefs of the staff of the Federal Pow- 
er Commission. They have attempted 
to base their discount upon the market 
price of bonds of Butte Electric and 
Power Company on the theory that 
such bonds were convertible into com- 
mon stock of Butte Electric and Pow- 
er Company. We do not find that evi- 
dence in the record; and in any event, 
we do not believe that those facts sup- 
port or justify any discount of the 
common stock involved. A date ap- 
proximately three years prior to 1909 
has been referred when certain stock 
of Butte Electric and Power Company 
was issued at a discount. We believe 
that that transaction is much too re- 
mote in point of time to be given any 
significance, especially in view of the 
current market quotations during the 
year 1909 which we have used. 

We consider the discount recom- 
mended as speculative and as guessing 
off substantial amounts. To arrive at 
this discount, the record was departed 
from, and the deficiency was supplied 
by the argument in the brief. 

For the reasons indicated, we have 
found that the cost incurred by Butte 
Electric and Power Company in the 
purchase of the first half interest of 
Great Falls Water Power & Townsite 
Company was at least $2,500,000. 

[16] The Montana Power Compa- 
ny, as has been previously stated, is a 
corporation created under the laws of 
New Jersey by an agreement of con- 
solidation which became effective on 
December 12, 1912. 

Apparently there is no disagreement 
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about the fact that there was a techni. 
cal and legal consolidation under the 
laws of New Jersey. We recognize 
and have so found that there was 4 
consolidation. See also Pinellas Ice 
& Cold Storage Co. v. Commissioner 
of Internal Revenue (1932) 57 F(2d) 
188 ; Metropolitan Edison Co. v. Com. 
missioner of Internal Revenue (1938) 
98 F(2d) 807; and Alabama Power 
Company v. McNinch (1937) 68 App 
DC 132, 21 PUR(NS) 225, 94 F 
(2d) 601. 


[17] The next question is whether 
the consolidation can and should be 
treated as creating a cost to the Mon- 
tana Power Company. 

Under this Commission’s Uniform 
System of Accounts, it is provided in 
Utility Plant Account Instruction 1C 
that Accounts 100.1 to 100.5, inclu- 
sive, are designed to show the original 
cost “‘of utility plant acquired as op- 
erating units or systems by purchase, 
merger, consolidation, liquidation, or 
otherwise. 


Plant Account Instruction 1D pro- 
vides that it “is designed to show the 
difference between the cost to the util- 
ity of utility plant acquired as operat- 
ing units or systems by purchase, 
merger, consolidation, liquidation, or 
otherwise, and the original cost of the 


” 
. 


plant. 

Considering these and other provi- 
sions of our Uniform System of Ac- 
counts for Electric Utilities we are of 
the opinion that a consolidation such 
as was involved in the creation of The 
Montana Power Company must be 
treated as a transaction involving and 
creating a cost to the consolidated com- 
pany. We are mindful of the decision 
of the circuit court of appeals in Ala- 
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bama Power Co. v. McNinch, supra, 
21 PUR(NS) at p. 236. 

That decision involved the reclassi- 
fication of accounts by a utility operat- 
ing under a Federal license. In that 
case, the court said (at p. 609 of 94 F 
(2d), 21 PUR(NS) at p. 236): 

“We are faced with the question 
whether the licensee Power Company 
is a new corporation created in 1913 
by the consolidation of five companies 
or the original Alabama Power Com- 
pany formed in 1906, into which four 
other companies were merged in 1913. 
If the former is the case the lands here 
involved were necessarily acquired in 
1913, since the corporate licensee did 
not exist prior to 1913, and it would 
follow that the Commission’s allow- 
ance for cost of land was erroneous. 
If, on the other hand, the transaction 
of 1913 was a merger through which 
the Alabama Power Company, formed 
in 1906, preserved its identity un- 
changed, then the cost of the lands ac- 
quired prior to 1913 should be reck- 
oned on the basis of what they cost 
the Alabama Power Company at the 
time of original acquisition. 

“Whether a new corporation was 
formed is a question of state law. At- 
lantic & G. R. Co. v. Georgia (1878) 
98 US 359, 25 Led 185; Wabash, St. 
L.& P. R. Co. v. Ham (1885) 114 
US 587, 29 L ed 235, 5 S Ct 1081; 
See 8 Thompson, Corporations (3d ed 
1927) §§ 6012, 6016 (semble).’” 

We do not feel ourselves bound by 
the foregoing decision, as we believe 
Wwe are required to interpret our own 
system of accounts in accordance with 
the laws of the state of Montana. We 
are nevertheless impressed by the rea- 
soning of the court in the McNinch 
Case, supra, and we cite it here to 
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show that it follows the authorities in 
the definition of consolidation and 
merger. Having found that a new cor- 
poration was created on December 12, 
1912, by the consolidation, we hold 
that the consolidation constituted a 
transaction which must be treated as 
one involving and creating a cost to 
the consolidating company. 

The Federal Power Commission 
staff rely on the case of Niagara Falls 
Power Co. v. Federal Power Commis- 
sion (1943) 51 PUR(NS) 40, 137 F 
(2d) 787. That case should be care- 
fully studied and it will be readily as- 
certained that it does not apply here 
for the reason that the system of ac- 
counts there involved recognized only 
a purchase. No other transaction, 
such as a consolidation, was recog- 
nized by it as creating cost. 

We have heretofore indicated the 
nature of Utility Plant Instruction 3D, 
which requires us to determine the val- 
ue of the consideration paid on a cash 
basis when the consideration paid is 
other than cash. 

The consideration paid by The Mon- 
tana Power Company consisted of the 
following: 

8,000 shares of preferred stock par value $100 

Liabilities assumed having a face value of 
$14,827,000 

271,3334 shares common stock having a par 


value of $100 
$890,493.83 surplus was recorded 


All of the preferred stock issued by 
The Montana Power Company had a 
par value of $100 per share and was 


worth its par value. There is no con- 
troversy on this point. 

[18] We have found that the com- 
mon stock issued by The Montana 
Power Company in this consolidation 
had a value of $45 per share, making 
a consideration given in common stock 
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of $12,210,000. In arriving at this 
conclusion, we have sought to deter- 
mine the cost to The Montana Power 
Company of the property acquired at 
the time of the consolidation. The val- 
uation of the shares of stock issued by 
The Montana Power Company is im- 
portant because of the provisions of 
Instruction 3D, and we have sought 
to determine that value on a cash basis. 

In making this determination, we 
have considered the expert testimony 
of the witnesses Horne, Paton, Sand- 
ers, Bickley, Cochrane, Pratt, Hartt, 
Smith, Rainwater, and O’Neill. We 
have considered all of the exhibits on 
the market price of stock of The Mon- 
tana Power Company and of Butte 
Electric and Power Company and all 
evidence of valuation of the hydroelec- 
tric sites, including evidence on the so- 
called “Flathead Formula.” We have 
even considered the evidence intro- 
duced by the staff of the Federal Pow- 
er Commission, over serious objec- 
tions, as to Ryan’s testimony before 
the Interstate Commerce Commission 
committee. That evidence indicated 
that, using a market value of $37.50 
per share for unrestricted stock and 
deducting the dividends which would 
have been received on that stock if it 
had received during the period of divi- 
dend restriction, the same dividends 
paid on other stock would give a value 
of $19.50 for the restricted stock. The 
evidence fails to disclose a market of 
$37.50 per share, but does disclose a 
market in January and February of 
1913 of from $45 to $46 per share and 
a closing market on the Butte Electric 
and Power Company common stock 
of approximately $196 a share, which 
would be $49 per share on The Mon- 
tana Power Company stock. In addi- 
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tion, the restricted stock would not 
have received the same dividends as 
the unrestricted stock if all of the stock 
had been dividend bearing because the 
amount of money paid in dividends 
would have had to be divided among a 
much greater number of. shares, 
Therefore, if the dividends which 
would have been paid on the restricted 
stock, if unrestricted, were deducted 
from a figure of $37.50 per share, the 
result would not be $19.50 per share 
but a higher figure. If the actual 
market of $45 or $46 is used, the fig- 
ure is still higher. The real answer 
from Ryan’s testimony is that $19.50 
per share is the amount of dollars Ryan 
paid the Milwaukee divided by 50,000 
of Thompson Falls Power Company 
or Montana Power Company stock. 
The formula Ryan used does not ap- 
pear to us to be the correct way of 
determining the value of the restricted 
stock ; and even if it were, there is no 
foundation for his figures but, regard- 
less of all that, we have given some 
consideration to that exhibit and have 
not ignored it. The power site valua- 
tions by Cochrane and Hartt approxi- 
mate the par value of the stock issued. 
We have given consideration to this 
on the basis of the so-called “value re- 
ceived” rule. We believe it proper and 
appropriate to consider the value of the 
property received by a corporation 
which has been newly formed and 
which issues in the purchase of the 
property its own new and unproved 
stock. We considered this evidence 
along with all of the other evidence. 
We have considered the testimony of 
the witness Hartt who has placed a 
valuation of $79 a share on unrestrict- 
ed shares. This valuation by Hartt 
was made from a consideration of all 
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of the many factors involved in this 
case and existing at the time when the 
stock was issued. 

We have also considered the judg- 
ment of the board of directors of The 
Montana Power Company, as reflected 
by the Agreement of Consolidation 
and by their minutes, and we have 
considered the other evidence in the 
case—particularly the laws of the state 
of New Jersey. Under the New Jer- 
sey law, “in the absence of actual fraud 
in the transaction, the judgment of the 
directors as to the value of the proper- 
ty purchases shall be conclusive.” (Sec- 
tion 49 of the General Corporation Act 
of the state of New Jersey. ) 

Considering all of these matters and 
weighing all of this evidence, we have 
come to the conclusion that the value 
of the common stock of The Montana 
Power Company, issued at the time of 
and on the occasion of the consolida- 
tion, was $45 per share. This is a 
judgment figure. 

The staff of the Federal Power Com- 
mission has treated the entire amount 
of the capitalization of The Montana 
Power Company in excess of the cap- 
italization of Butte Electric and Pow- 
er Company and its subsidiaries as a 
write-up and has recommended the 
placing of this amount, $19,663,391.- 
ll, in Account 107. The Montana 
Power Company contended that this 
entire amount represented a new cost. 
Each position is equally untenable as 
we view it. 

The staff’s position, as we under- 
stand it, is to disregard the event and 
occasion of the consolidation by say- 
ing that there was merely a continua- 
tion of Butte Electric and Power Com- 
pany. To our mind this is contrary to 
our system of accounts which recog- 
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nizes a consolidation as a means or 
method of acquiring property. (The 
Federal Power Commission System of 
Accounts also recognizes consolida- 
tion but that part is apparently ignored 
by its staff.) We have tested the valid- 
ity of this transaction. We have scru- 
tinized it with particular care because 
the Agreement of Consolidation was 
made by Butte Electric and Power 
Company and its subsidiaries and was 
not an arm’s-length transaction. 

We have found the value of the 
consideration paid on a cash basis. 
We believe this is fully justified by the 
record, and we believe it is the only ap- 
proach permissible under our system 
of accounts under sound accounting 
principles and sound regulation. 

We shall later treat the subject of 
the disposition of the amounts in Ac- 
count 107. 

There appears to be no argument 
about the original cost of the hydraulic 
lands and land rights at the Canyon 
ferry development and Hauser lake 
development. The history of these 
sites may be of help. The Helena 
Power and Transmission Company 
developed the Canyon ferry site. An- 
other company of the same group de- 
veloped Hauser site. They formed the 
United Missouri River Power Co. 
which furnished power to the copper 
mines in Butte. In 1908 the Hauser 
dam broke and they were short of pow- 
er. Ryan acquired the Great Falls 
sites, obtained contracts to furnish 
power to the mines and developed 
Rainbow so that when Hauser dam 
was rebuilt the market for power was 
gone. The company defaulted in the 
payment of interest on its bonds and 
went into receivership. The Federal 
Power Commission staff argues that 
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the Butte Electric and Power Compa- 
ny purchased it to eliminate competi- 
tion but there is no evidence in the rec- 
ord to that effect. The only evidence 
in the record is that it was purchased 
for its power site value. Both of these 
developed sites, together with the un- 
developed Holter site, were acquired 
by the Missouri River Electric & Pow- 
er Company at a receiver’s sale, which 
is conceded by all parties to have been 
an arm’s-length transaction. At the 
time of that sale, the Missouri River 
Company paid a price to United Mis- 
souri River Power Company for the 
latter’s entire property of $1,835,- 
718.78 in excess of the original cost of 
that property. 

The staff of the Federal Power 
Commission, having entirely disre- 
garded the consolidation of 1912, fur- 
ther proceeded to treat this difference 
of $1,835,718.78 as an intangible and 
as an acquisition adjustment, on the 
ground that it was paid to remove a 
competitive threat to Butte Electric 
and Power Company. The Montana 
Power Company contended that this 
$1,835,718.78 was paid for the Holter 
development hydraulic land and land 
rights and that this amount should be 
a part of the original cost of the Holter 
site. The staff did not recede from its 
position, even after clear, competent, 
and uncontradicted evidence had been 
introduced showing that the Holter 
site was worth this additional amount, 
that this amount had been paid because 
of the value of the Holter site, and that 
any competitive threat which had ex- 
isted had disappeared long prior to the 
gale. 

The staff’s position is consequently 
in defiance of the evidence and is 
purely arbitrary and speculative. It 
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amounts to no more than an attempt 
to guess off substantial elements 
cost. It indulges in an unfounded and 
unwarranted presumption that there 
was a payment for intangibles, which 
is in turn based upon the unfounded 
and unwarranted presumption that the 
excess represented an intangible. Cer. 
tainly, the compounding of unwarrant. 
ed presumptions is entirely indefensi- 
ble. The law requires a presumption 
to be based on fact, not another pre. 
sumption. 

By the same token The Montans 
Power Company makes “a fetish” of 
accounting (Federal Power Commis. 
sion v. Hope Nat. Gas Co. [1944] 320 
US 591, 88 L ed 276, 51 PUR(NS) 
193, 64 S Ct 281) and asks us to take 
the cost of the property at the par value 
of the stock issued therefor in the con- 
solidation. Their witness Hartt did 
not support that valuation, nor do we 
view the evidence of Cochrane as go- 
ing that far. 

It was uncontradicted that at the 
time of the purchase in 1912 the Unit- 
ed Missouri River Power Company 
was not a competitive threat; the com- 
petition was all over. Based upon ap- 
praisals made at the time of or im- 
mediately prior to the purchase in 
1912 by competent engineers of both 
the purchaser and the seller and upon 
facts known to the officers of both in- 
terested parties, it was clearly shown 
that the Holter site alone was worth 
from $3,000,000 to $4,000,000. This 
was shown by the testimony of Mr. H. 
H. Cochrane, chief engineer of the 
Butte Company, and Mr. A. C. Pratt, 
Electrical Engineer for United Mis- 
souri River Power Company. 

In a recent case had by this Commis- 
sion on valuation of property, our st- 
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preme court had before it the valuation 
of water rights and other property of 
a hydroelectric utility. That was the 
ase of Tobacco River Power Co. v. 
Public Service Commission (1940) 
109 Mont 521, 33 PUR(NS) 151, 
156,98 P(2d) 826. In that case the 
court had this to say: 

“It is observed from § 3884, supra, 
that considerable latitude is allowed 
the Public Service Commission in de- 
termining value. Neither the Public 
Service Commission nor the utility 
company is limited to or bound by any 
particular method in arriving at the 
solution of the question of value. It 
must be borne in mind always that the 
ultimate fact to be determined is value 
upon which rates are based, which 
must of course be done under proper 
legal procedure and restrictions. 

“The cost of reproduction new, less 
depreciation, is usually regarded as 
one of the most important, if not the 
dominant, factor, in the determination 
of value. (51 CJ 17) Under the 
section of the Montana Code just cit- 
td, assessment rolls are likewise ad- 
missible as evidence of value, but of 
course are not exclusive. When the 
state condemns property of a landown- 
er it frequently resorts to assessed val- 
tations as evidence, but more often 
than not the jury will determine dam- 
ages and valuation in excess of that set 
out in the assessment rolls. Original 
cost, assessment values, cost of repro- 
duction new, prudent investment the- 
ory, public records mentioned in 
§ 3884, supra, and opinions of value 
are all means to an end, namely the de- 
termination of value. We can find no 
error in the procedure of the court in 
allowing evidence of cost of reproduc- 
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tion new, less depreciation, to be ad- 
mitted as evidence of value.” 

[19] From that case it will be noted 
that this Commission has broad lee- 
way in determining values, and the 
court there held that “original cost” 
and other matters may be taken into 
consideration in determining valuation 
and went into considerable detail to 
state that all of these matters must be 
considered in reaching a determination 
of value. A valuation necessary to 
determine cost must not be arbitrary 
or unreasonable. We, therefore, are 
bound to examine all of the evidence in 
this case, and arrive at our conclusion 
upon a basis of fair valuation. That 
was the holding of our court in the last- 
stated case. That is a good public reg- 
ulation. 

It was stated in the record at the 
opening of the trial of this case that 
public utilities must be so treated as 
to induce capital to extend its field in 
public utilities. We also feel that the 
interest of the public and of the stock- 
holders must be taken into considera- 
tion. Once the public is allowed to 
invest in a public utility a great deal 
of caution should be exercised before 
the valuation placed upon the property 
of the company is reduced. We have 
previously set forth in this opinion our 
reasons for not being bound positively 
to book figures. We believe that the 
foregoing decision strengthens our 
stand in this connection, and makes it 
the duty of this Commission to investi- 
gate all of the elements surrounding 
costs to determine value or vice versa. 

Weare not concerned with this mat- 
ter except to the extent that there 
should be an allocation for the original 
cost of the Holter site to The Montana 
Power Company. That company first 
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devoted the Holter site to public serv- 
ice in 1918. Under our views of the 
nature of the consolidation and of the 
cost to The Montana Power Company 
of the properties then acquired in what 
has been aptly designated a “basket 
transaction,” we find that there is no 
acquisition adjustment on the Holter 
development. The original cost and 
the acquisition cost are one and the 
same. For the purposes of allocation, 
we have determined the cost of the 
Holter development to be $4,450,- 
535.95. In arriving at this figure, we 
have taken the valuation by the wit- 
ness Cochrane on power sites (refer- 
ring only to his appraisal based on in- 
formation available in 1912-1913). 
Likewise, our allocation of the ac- 
quisition adjustment, or the difference 
between the original cost and the 
amount paid by The Montana Power 


Company for the hydraulic land and 
land rights for the Canyon ferry de- 
velopment, the Hauser lake develop- 
ment and the Madison development 
are based upon the same process. 


There has been no dispute in these 
proceedings as to the original cost of 
all these several developments. In 
each instance the acquisition adjust- 
ment for these three developments is 
related to hydraulic land and land 
rights. Therefore, the acquisition ad- 
justment has been recorded in Account 
100.5, subaccount 320, 

Great Falls Water Power & Town- 
site Company was organized in the 
year 1887, It acquired the Great Falls 
power sites and a substantial amount 
of townsite land. Its capitalization 
was $5,000,000. 

Apparently there is no dispute about 
the original capitalization. The staff 
of the Federal Power Commission has 


56 PUR(NS) 


referred with approval to Colonel 
Broadwater’s valuation of the power 
sites along the Missouri river, and the 
capitalization of the sites on the books 
of Great Falls Water Power & Town. 
site Company; and the staff has re. 
ferred to that valuation as “sufficient 
to offset the $5,000,000 capitaliza. 
tion.” In 1908 Mr. John D. Ryan and 
a number of associates purchased from 
James J. Hill and his associates all o 
the stock of this company. It is ad. 
mitted the company owned water-pow- 
er sites which were “virtually wu. 
equaled,” and the record shows that 
the sites were unequafed. 

[20] Ryan purchased all of the stock 
of the Great Falls Water Power 
Townsite Company from James J. 
Hill for $1,538,246.46, and sold one. 
half to Butte Electric and Power Com- 
pany for $2,500,000, which was made 
up of $150,000 cash, $1,350,000 bonds, 


per share. There is considerable dis- 
pute as to the value of the town lots 
owned by Great Falls Water Power 
& Townsite Company, but Colonel 
Broadwater valued the properties at 
$5,000,000 at which they were set wp 
on the books of the Great Falls Water 
Power & Townsite Company. It must 
be borne in mind that prior to the sale 
to Butte Electric and Power Company 
the Black Eagle development had not 
been devoted to a public use. Water 
and mechanical power were sold to 
three customers under contract, but 
there was no public use. See Re Wis 
consin Michigan Power Co. (Wi 
1939) 32 PUR(NS) 211. Butte 
Electric and Power Company was 00! 
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interested in the town lots or any oth- 
et property. It was interested in the 
production, distribution, and sale of 
dectric power and in 1909 it was one 
of the most successful companies in 
the United States, if not the world, 
Considerable attention is given to 
the purchase price paid by Ryan and 
his associates. We do not believe that 
this transaction establishes original 
cst or cost to The Montana Power 
Company. There is no reason and no 
occasion for such a treatment. Ryan 
and his associates were not the incor- 
porators; they were the subsequent 
purchasers of the stock. Ryan and his 
associates did not devote any property 
toa public use. His associates were 
several in number. The cost to Ryan 


‘Hof the stock cannot be considered as 


‘the earlier cost to Great Falls Water 
Power & Townsite Company by any 
stretch of inference or presumption. 


The stockholders do not purchase the 
property of the company but merely 
itsstock. State ex rel. Bankers’ Trust 
Co. v. Walker (1924) 70 Mont 484, 


226 Pac 894, Great Falls Water 
Power & Townsite Company was a 
separate and distinct corporate entity ; 
and when Ryan and his associates pur- 
thased that stock years later,‘it did 
not affect the cost of the properties of 
that company to it. 

What we have said is sufficient to 
dispose of that argument on this point. 
naddition, however, we wish to point 
out the error arising out of the first un- 
warranted premise. An attempt has 
been made to allocate a portion of the 
price paid by Ryan and his associates 


‘mes going only to the power sites and 


another portion as going only to the 
town lots. 
Exhibit 383 shows a deduction from 
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the amount paid by Ryan and his as- 
sociates for the stock the amount car- 
ried on the books of this company for 
all assets other than hydro lands and 
town lots. This procedure resulted in 
establishing a purported cost to Ryan 
for hydro lands and town lots of $1,- 
003,344.33. The figures arrived at 
were entirely conjectural, based on 
neither evidence nor accounting, be- 
cause book figures were accepted with- 
out question as to the cost of other as- 
sets, but entirely disregarded as to the 
cost of town lots and hydro lands. In 
other words, the book figures were 
taken for one purpose and entirely dis- 
regarded for another purpose, even 
though the Broadwater valuation of 
these same power sites had been previ- 
ously recognized as sufficient to sup- 
port the $5,000,000 capitalization of 
Great Falls Water Power & Townsite 
Company. Equally obvious was the 
taking of a supposed discount as en- 
tirely attributable to a supposed de- 
crease in the value of town lots and 
hydraulic lands. This is entirely con- 
trary to the evidence on this point in 
the record, which clearly shows that 
there was a constant increase in the 
value of hydraulic lands. 

The staff, however, went to great 
length to prove its point. A number 
of exhibits have been put in evidence 
on that matter. They are Exhibits 
382 through 386. It prepared Exhibit 
385, which purports to be the cost of 
hydraulic lands, but is based on some 
record not identified and apparently on 
some estimate of original cost of cer- 
tain lands. The result was $340,100 
and, consequently, the sum of $663,- 
244.33 was designated the value of 
town lots. Again, this procedure is 
entirely contrary to the record. This 
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position cannot be supported under our 
theory of interpretation of our system 
of accounts. 

We have pointed out these matters 
because of an attempt to write off in 
Account 107 a difference of $3,160,- 
538.89 as the discount on the purchase 
by Ryan and his associates from Hill. 
To our mind this is an entirely irrele- 
vant matter. We must abide by our 
system of accounts and determine 
initially the cost to the person first de- 
voting the property to a public use. 
Certainly, this was not done by Ryan 
and his associates. The evidence is 
clear and uncontradicted on that point. 

By deed dated August 26, 1910, 
Great Falls Water Power & Townsite 
Company transferred all of its power- 
site properties to Great Falls Power 
Company, which was the former’s 
wholly owned subsidiary. Both com- 
panies were organized under the laws 
of the state of Montana. 


One must bear in mind that the 
Rainbow development was operating 
in 1910 and that power was being 
transmitted to Butte and Anaconda 
from considerable distance away at 
no great cost. This, of course, greatly 
enhanced the value of the power sites, 
especially in view of the fact that their 
low cost development had been proven. 
The evidence discloses the jubilance 
and optimism of all of the parties con- 
cerned at the success of the venture. 
The record would indicate that the 
market was unlimited. 

We believe that a sound and reason- 
able decision can only be reached by 
considering the time during which 
these transactions occurred and the 
background behind the transactions. 
Montana was then a pioneer state, and 
was developing rapidly. That was a 


56 PUR(NS) 


period of opportunity; and while we 
have carefully scrutinized each trans. 
action to be certain of its fairness and 
that it is supported by commercial val. 
ue, we cannot and should not deprive 
anyone of the benefits fairly derived by 
him as a result of the taking advantage 
of the opportunities of those days, By 
taking risks, pioneer Montanans about 
the time involved in this case deve. 
oped great ranches, great mines, and 
great power developments and estab. 
lished the livestock, farming, mining, 
smelting, and power industries which 
now give employment to most of the 
people in Montana. 

Testimony was introduced, without 
objection or contradiction, that from 
1908 until 1913 there was a rapid and 
constant development in the produc-f 
tion, transmission, actual use, and ex- 
perimental use of hydroelectric power, 

The evidence discloses that the min- 
ing industry of Montana had reached 
a point where its future depended up 
on the development and use of hydro 
power to take the place of steam pov- 
er in mining operations. It further 
shows that the development and exten- 
sive use of hydro power greatly ex- 
tended the life of mining operations in 
Montana and materially expanded 
those mining operations. 

Without question, the successful op 
eration of the Rainbow development 
and the Rainbow transmission line 
from Great Falls to Butte, the succes 
ful use of the Rainbow power in the 
mining operations in Butte, and the 
making of many contracts with mining 
companies, railroads, smelting compe- 
nies, and other concerns for the ust 


values of the properties involved i 
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ransactions being scrutinized in this 
ase. 

The evidence is clear that Ryan and 
is associates in the ownership of 
reat Falls Water Power & Townsite 
ompany and Thompson Falls Power 
ompany took advantage of many of 
ese opportunities, but we do not be- 
ieve people are subject to criticism for 
aking advantage of opportunities, 
wovided the transactions are fair and 
bre based on commercial value, and we 
ave made every effort to apply those 
rinciples to this case. 


The evidence of both the witnesses 
Kelley and Thornton is that they 
hought, and that all of the persons 
ith whom they were associated 
hought, that the Rainbow develop- 
ent alone was worth in excess of 

$10,000,000. The Great Falls Power 
ompany issued its stock having a par 
alue of $10,000,000 for the property. 
It, therefore, becomes the duty of this 
ommission and also our problem to 
determine what the value of that prop- 
erty is under our Instruction 3D, the 
onsideration being other than cash. 


When Great Falls Power Company 
as organized it issued 10,000 shares 
of its common stock having a par value 
of $10,000,000 for all of the power 
sites of Great Falls Water Power & 


ownsite Company. It also assumed 
all of the liabilities incurred in the con- 
struction of Rainbow development. 
Therefore, the cost arising out of the 
stock transaction affects only the hy- 
droelectric sites, as the liabilities as- 
‘Msumed covered the cost of constructed 
properties. 

We have come to the conclusion that 
this was a valid and legal transaction 
nder the laws of the state of Montana 
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and created a cost to Great Falls Pow- 
er Company of the properties acquired. 

This transaction is of importance 
because Great Falls Power Company 
was the first to devote any of the 
power sites at Great Falls to a public 
use. It devoted the Rainbow site to 
public use in the latter part of 1910. 
There seems to be no dispute on this 
matter. It is argued that the sub- 
sidiary was only an incorporated de- 
partment of the parent, that there was 
a transaction between affiliates and 
that such a transaction cannot estab- 
lish a cost. Incidentally, this was one 
basis upon which it was attempted to 
go back through the corporate form of 
Great Falls Water Power & Townsite 
Company to Ryan and his associates 
in an attempt to determine cost, as we 
have previously indicated in the opin- 
ion. 

[21] In this realistic treatment of 
the transaction we have not overlooked 
but specifically point out the complete 
affiliation between the parent, Great 
Falls Water Power & Townsite Com- 
pany and its wholly owned subsidiary, 
Great Falls Power Company. We 
have examined this transaction with 
close scrutiny. We have done so for 
the purpose of determining whether 
there was commercial value to support 
the issuance of $10,000,000 of par 
value stock of Great Falls Power Com- 
pany and the assumption of liabilities 
by that company. 

Here we are confronted by the issu- 
ance of stock by a subsidiary to a par- 
ent. It was the stock of a new com- 
pany, and we find it necessary to de- 
termine the value of such consideration 
on a cash basis as required by Electric 
Plant Instruction 3D. Nowhere in 
our system of accounts is there any 
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provision saying that cost cannot be 
created in a transaction between affil- 
iates. We have given a thorough 
study to other provisions in our sys- 
tem and to established accounting prin- 
ciples as applicable to this case and 
find the need for recognizing a trans- 
action between affiliates when based 
and only to the extent that it is based 
upon commercial value of the property, 
to be consistent. Under any other the- 
ory than the one adopted herein we 
find ourselves running amuck of con- 
stant contradictions. We have already 
referred to Electric Plant Instruction 
3D to that effect. Moreover, the pro- 
visions of Plant Account Instructions 
1C and 1D and the definition given 
in Account 100.5 all recognize the ac- 
quisition of property by merger or 
consolidation which inevitably leads 
us to the conclusion that transactions 
between affiliates cannot be eliminated 
by any rule of thumb. 

[22] Again when we look to Mon- 
tana law, as we must, we find it neces- 
sary in the present transaction to give 
recognition to certain state laws. Sec- 
tion 3824, Revised Codes of Montana, 
1907, provides that the directors of 
any corporation “may purchase 
property necessary for its business, and 
issue stock to the amount of the value 
thereof in payment therefor, and the 
stock so issued shall be declared and 
taken to be fully paid stock and not 
liable to any further call. has 

We have also considered § 10 of 
Art XV of the Constitution of Mon- 
tana providing that no corporation 
shall issue stocks or bonds “except for 
labor done, services performed, or 
money and property actually received.” 
Clearly we must recognize these pro- 
visions, Kirkup v. Anaconda Amuse- 
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ment Co. (1921) 59 Mont 469, 197 
Pac 1005. 

In recognizing these state laws, we 
also consider them in the light of the 
fact that no attack has been made upon 
the integrity of the several boards of 
directors and officers of the companies 
involved in these and other transac- 
tions under consideration. No ques- 
tion was raised as to the competency of 
these boards of directors and these of- 
ficers. 

This Commission is bound by the 
Montana law; therefore, unless shown 
otherwise, recitals in the minutes of the 
board of directors must be taken as 
true. We have a_presumption-- 
§ 10606, Revised Codes of Montana, 
1935, subdivisions 19 and 33: 

19. “That private transactions have 
been fair and regular.” 

33. “That the law has 
obeyed.” 

For instance, in the sale from Ryan 
and his associates to Thompson Falls 
Power Company, the record casts 
some doubts upon the directors’ meet- 
ing and there is some doubt therefore 
that those minutes are prima facie evi- 
dence of their contents. No other min- 
utes were so attacked or sufficiently at- 
tacked to warrant this Commission in 
considering anything therein contained 
as not prima facie correct. 


been 


In determining the original cost 0 
the Rainbow development we have 
considered the balance sheet of the 
Great Falls Water Power & Townsite 
Company, which is Exhibit 382 of the 
record, On that balance sheet the hy- 
draulic land and water rights are val- 
ued at $3,590,334.89. This apparent 
ly was a sound valuation at the time. 
(1887) 

[23] We believe that a cost can be 
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created in a transaction between affil- 
iates if that transaction is based on 
sound commercial value. In this par- 
ticular transaction, we have given con- 
sideration to the contemporaneous de- 
termination made by the two boards 
of directors; and we have scrutinized 
this in the light of the testimony of Mr. 
H. H. Cochrane and Mr. J. S. Hartt 
and their valuation study based upon 
facts available in 1910, and we have 
considered the testimony of witnesses 
Kelley and Thornton. We have deter- 
mined the value existing at that time. 
Taking all of these things into consid- 
eration, we find the stock of the Great 
Falls Power Company to our best 
judgment to be worth $100 per share. 
To determine the original cost of the 
hydraulic lands and land rights at 
Rainbow site, we have taken a per- 
centage based on the Cochrane valua- 


tions as of 1910 and obtain an original 


cost of $4,910,600. The Montana 
Power Company claimed as original 
cost for Rainbow the sum of $7,645,- 
991.75, which we feel is not supported 
by the evidence. 

The validity of and the cost incurred 
in the transactions in 1913 between 
The Montana Power Company and 
John D. Ryan and his associates con- 
stitute one of the important issues in 
this case. 

The question is whether this trans- 
action created accost. It is argued that 
because Ryan and his associates were 
stockholders in The Montana Power 
Company after the transaction, this 
amounted to a pooling of interests, 
which did not create a cost. The case 
Niagara Falls Power Co. v. Federal 
Power Commission (1943) 51 PUR 
(NS) 40, 137 F(2d) 787, is relied up- 
on for this position. In that case 
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three separate interests formed to- 
gether into the Niagara Falls Power 
Company in 1918. The Niagara Falls 
Power Company was a licensee cor- 
poration, and as such was operating 
under the Interstate Commerce Com- 
mission system of accounts. The In- 
terstate Commerce Commission sys- 
tem of accounts does not recognize a 
consolidation ; only a purchase was in 
issue and, of course, that being a con- 
solidation, amounted to a pooling of 
interests. There was no purchase, and 
the only question was a question of 
whom should receive how much stock. 
In the Ryan transaction there was also 
a question of dollars. We again quote 
from Re Arkansas Power & Light Co. 
(Ark) Docket No. 225, decided June 
24, 1944, 55 PUR(NS) 129, 166, 
where the following statement is made: 

“With these general observations 
with respect to original cost, we now 
turn to the facts in the present case. 
The evidence shows that the present 
integrated system of the respondent 
consisted originally of many small, 
separately operated and _ scattered 
plants and systems. These were ac- 
quired by the respondent, a new en- 
terprise organized for the purpose of 
carrying out the plan of integration, 
and at prices in excess of their estimat- 
ed original cost. It is reasonably cer- 
tain that they could not have been ac- 
quired by the respondent, nor anyone 
else, at their original cost because hu- 
man experience teaches that men are 
loath to sell, unless a profit can be real- 
ized. Likewise, if it had been known 
at the time these properties were ac- 
quired that the purchaser would not 
be allowed to earn a return on the ex- 
cess of original cost, but must treat 
such excess as a total loss, no prudent 
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man would have made an investment 
under the circumstances.” (Italics 
ours. ) 

The witness O’Neil testified that 
“pooling of interests” meant the same 
as “consolidation” and that although 
his conclusion was that the transaction 
was not at arm’s length that the same 
result would have been reached if the 
transaction had been at arm’s length 
because it was a pooling of interests 
and not a purchase. Additionally, it 
is contended that the transaction was 
fictitious. We do not see how a legal 
transaction can be ignored merely by 
calling it a pooling of interests or how 
a contract of purchase and sale can be 
ignored by calling it a pooling of in- 
terests. The label, “pooling of inter- 
ests,” is not of significance and does 
not detract from the realities of a defi- 
nite transaction. 


By contract dated February 11, 
1913, John D. Ryan and his associates 
sold one-half of the capital stock of 
Great Falls Water Power & Townsite 
Company for a consideration of 50,000 
shares (par $100 per share) of pre- 
ferred stock of The Montana Power 
Company and 175,000 shares (par 
$100 per share) of the common stock 
of The Montana Power Company, 
which common shares were restricted 
as to dividends at the same time. 50,- 
000 shares of the common stock of 
Thompson Falls Power Company 
were purchased for-50,000 shares of 
the common stock of The Montana 
Power Company, which common 
shares were also restricted as to divi- 
dends. We have determined that this 
transaction was a bona fide purchase 
and sale and created a cost. 

Prior to this transaction of Febru- 
ary, 1913, Ryan and his associates had 
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earlier and in 1909 acquired a 20 per 
cent ownership of the common stock 
of Butte Electric and Power Compa. 
ny. This stock ownership distributed 
among Ryan and his associates 
dwindled down to 9.7 per cent at the 
time of the final negotiations of the 
1913 transaction. The result of the 
sale and transfer was that Ryan and 
his associates (and those associates 
were not the same in the Thompson 
Falls Power Company as in the Great 
Falls Water Power & Townsite Com- 
pany) transferred a 50 per cent owner- 
ship of common stock of Great Falls 
Water Power & Townsite Company, 
and the entire ownership of Thompson 
Falls Power Company for additional 
stock in The Montana Power Compa- 
ny sufficient to give them stock control 
in the latter company. It is argued 
that this, together with other evidence, 
shows an affiliation and a bargaining 
solely for control. The evidence 
shows clearly that the transactions 
were hard-fought and at arm’s length 
and that Ryan was bargaining for 
money as well as for position. 

We believe the record shows with- 
out contradiction the following ele- 
ments of difficult and protracted bar- 
gaining negotiations. In August, 
1912, Mr. C. W. Wetmore, then presi- 
dent of Butte Electric and Power 
Company, came to Montana with Mr. 
Frederick Strauss and Mr. George 
Canfield for the purpose of making an 
inspection of the entire power situa- 
tion in Montana, both developed and 
undeveloped. They became greatly in- 
terested and initiated an effort to make 
a purchase from Ryan and his associ- 
ates. Upon returning East Mr. Wet- 
more took up the matter with Mr. 
Ryan, who acted for his associates, al 
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ough he did not have any voting 
yst or Other agreement which per- 
itted him to control his associates. 
egotiations were carried on during 
e fall of 1912. Mr. Wetmore be- 
me ill. The negotiations were of 
ch character as to leave Mr. Wet- 
ore broken in health according to 
e brief of the Federal Power Com- 
ision. When Mr. Wetmore retired 
om active participation in the nego- 
hations, they were carried forward on 
half of The Montana Power Com- 
any by Charles A. Coffin, Frederick 
trauss, and Alfred Jaretzki, all direc- 
ors who were not associated with 
yan. Mr. Ryan represented himself 
d his associates, as the record 
We have already recited the 
rice asked by Mr. Ryan and ultimate- 
y accepted by the committee. The 
ommittee characterized the negotia- 
jons as “exceedingly difficult.” Mr. 
aretzki of the firm of Sullivan & 
romwell and one of the leading finan- 
ial and utility lawyers of that time, 
as a member of the committee. He 
ade the following emphatic state- 
ents as to the arm’s-length character 
f the negotiations : 
“As I understand it, we all labored 
o get the very best terms we could out 
f Mr. Ryan. Until last week the 
ery best that were offered were very 
urdensome. a 


“Mr. Ryan’s answer was, as it has 
en all along that his associates would 
ot be willing to assume all the risk 
the matter; that the price which 
ney named was the price for a sale 
tthis time, and that if we waited un- 
il the increased earnings of the compa- 
ty became absolutely assured then they 
‘ould have to ask a higher price or 
‘ould not sell at all, and that in any 
[15] 
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event his associates were not very 
anxious to sell at this time. _ 

“The negotiation has been an ex- 
ceedingly difficult one; we have faced 
a grave situation; we have a difficult 
problem to deal with and a tremendous 
responsibility to assume, and yet on 
the whole I am convinced that we are 
doing a wise thing under all the cir- 
cumstances of the case in favoring an 
arrangement on the terms now acceded 
to.” 

Meantime and prior to the comple- 
tion of the bargain, Mr. Ryan became 
president of The Montana Power 
Company upon the specific understand- 
ing, as contained in the minutes of the 
board, that he could not act for the 
company in matters relating to the ac- 
quisition of property owned by him- 
self and associates and upon the un- 
derstanding that other persons must 
represent the company in such transac- 
tions, “leaving him free to represent 
the interests of himself and his associ- 
ates.”” Subsequent minutes of the ex- 
ecutive committee and the board of 
directors show clearly that Mr. Ryan 
continued to maintain this position and 
always withdrew from meetings in- 
volving this purchase. 

It is clear to us that Ryan bargained 
at arm’s length with a committee com- 
posed of the most able men of their 
time and that the contract which re- 
sulted was a purchase by The Mon- 
tana Power Company from the Ryan 
group. We find no basis for the posi- 
tion that this purchase and sale should 
be disregarded. Such a position can 
rely only upon attenuated inferences 
from a possible scintilla of evidence. 
It is urged that Ryan dominated the 
situation ; that he had a power to crush 
and that The Montana Power Compa- 
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ny had to come to his terms. Such is 
clearly wrong. The committee was 
able to get a most substantial conces- 
sion from Ryan in the nature of an 
agreement to defer dividends. Not 
only does such a concession show a 
power on the part of the committee to 
bargain, it also demonstrates the fact 
that there was no dominance. It is al- 
so clear from the evidence that Ryan 
was not pressing the sale, but was 
content to remain in the position oc- 
cupied by himself and his associates. 
We have no hesitancy in finding an 
arm’s-length purchase. We believe 


any contrary finding would be specula- 
tive and contrary to the evidence, and 
unsupportable as an administrative 
finding. We believe our conclusion on 
this point will stand any test; we be- 
lieve no reasonable man could come 
to any other possible conclusion. 


Here again The Montana Power 
Company wished us to take the par 
value of the stock as the cost. We be- 
lieve that the directors of that com- 
pany were sincere in the valuations 
which they placed upon the property. 
However, it is our judgment that their 
valuation was too optimistic. 

Again we are confronted with the 
necessity in Plant Instruction 3D of 
determining the value of a considera- 
tion paid on a cash basis when that 
consideration is other than cash. 

Here the situation of The Montana 
Power Company was relatively new, 
the corporation having been organized 
in the previous December. 

We have already indicated the con- 
siderations which have led us to a 
determination of the cash basis of the 
consideration paid in the 1912 consoli- 
dation. Taking into account all of 
those considerations and taking into 
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account the nature of the restrictiog 
on the payment of dividends, we hay 
arrived at a judgment figure as to th 
cash value of the restricted stock j 
sued to Ryan and his associates, 
judgment is that the stock was wor 
$35 per share for restricted comm 
stock. We, of course, allow the 
amount of the par value of the px 
ferred stock issued in these transaj 
tions because the evidence shows witl 
out any contradiction that its val 
was equal to par. 


In 1913 The Montana Power Com 
pany acquired the remaining one-he 


of the stock of the Great Falls Wataili,.. 


Power & Townsite Company for $5 
000,000, par value of its preferrg 
stock, and 175,000 shares of its co 
mon stock. Shortly after the acquisi 
tion, the Great Falls Water Power{ 
Townsite Company declared a sto 
dividend to The Montana Pov 
Company in which it transferred 
The Montana Power Company all 
its stock in the Great Falls Powe 
Company. The Montana Power Com 
pany became the owner of all of th 
stock of the Great Falls Power Com 
pany. In 1908 the Great Falls Town 
site Company had been formed to ov 
the town lots and lands; and aif 
the 1913 transaction, The Montan 
Power Company allocated as the 00s 
of the Great Falls Townsite Compan 
21,000 shares of the common stock 
issued in the 1913 transaction to th 
Great Falls Townsite Company. Thi 
allocation is not in dispute. It allocat 
ed to the cost of the second half of th 
Great Falls Power Company 154,00 
shares of its common stock, which W 
have valued at $35 per share, or a tot 
of $5,390,000, plus $5,000,000 of pr 
ferred. 
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There is no dispute that the other 
sites near Great Falls (except the un- 
developed Site C) were devoted to a 
iblic use by The Montana Power 
ompany subsequent to 1913. 

The Montana Power Company has 
ot suggested any definite plan by 
which the property in Site C would 
be devoted to public service ; therefore, 
his property cannot be placed in Ac- 
ount 100.4, Utility Plant Held for 
Future Use, but must be entered in 
Account 110, which is Other Physical 
roperty. Account 110 is an account 
n which are entered the costs of land 
@kiructures and equipment owned by 
he utility but not used and not in- 
Iudable in Account 100.4. 

"| The total amount of the considera- 

Mion paid by The Montana Power 
ompany for the common stock of 
hompson Falls Power Company con- 
titutes the original cost of the power 
ite at Thompson Falls. The cost was 
50,000 shares of the common stock of 
he Montana Power Company (divi- 
tend restricted) having a value of $35 
per share, as we have heretofore de- 
ermined in connection with the Great 
alls purchase. 

[24] The Phoenix Utility Compa- 
y, a wholly owned subsidiary of the 
lectric Bond and Share System, 
hich is the parent company of The 
fontana Power Company, charged a 
onstruction fee for the Morony dam 
we the sum of $151,888.98. This was 
shown by the evidence to be a fee en- 
ily, and was not a cost although it 
as been entered in The Montana 
ower Company’s plant account. 
There are many other cases where 
Mis fee has been disallowed; and in 
hose cases, as here, the company 
liming it made no effort to justify 


227 


the fee. In this case The Montana 
Power Company put in no proof of 
any type showing that the fee was an 
engineering cost, construction cost or 
anything excepting a charge made by 
Electric Bond and Share. See Re 
Arkansas Power & Light Co, (Ark) 
Docket No. 225, decided June 24, 
1944, 55 PUR(NS) 129, and Penn- 
sylvania Power & Light Co. v. Fed- 
eral Power Commission (1943) 52 
PUR(NS) 275, 139 F(2d) 445; Re 
Wisconsin Central Utilities Co. (Wis 
1935) 12 PUR(NS) 4. As we have 
previously stated, such a charge 
might be justified if for engineering 
service or otherwise; but there was no 
effort on the part of The Montana 
Power Company to show of what this 
service consisted. 

In Exhibit 262 we find an item in 
the sum of $341,946.64 recorded as 
capital stock expense, which we have 
included in Capital Stock Expense Ac- 
count 151. 

There is another item in this ex- 
hibit in the sum of $10,266.14, which 
has been transferred to Account No. 
131, Materials and Supplies. This 
disposes of all of the items in Exhibit 
262, which is the Federal Power Com- 
mission’s exhibit showing items placed 
in Account 107, 

In 1929 the American Power and 
Light purchased at a cost of $8,- 
799,001.20 the properties of the Mis- 
soula and Helena Public Utilities, 
which included gas and other proper- 
ties in addition to electric properties 
which were sold to The Montana 
Power Company at the same cost. All 
of these items are shown in Exhibit 
260 and 261 which set forth Account 
108.15, Common Electric Utility 
Plant. Our system of accounts has 
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no such account as this common util- 
ity plant, and the accounts of all other 
utilities, such as gas, street railways, 
and water, etc., are under separate sys- 
tems of accounts. We find that the 
Helena Electric properties had an 
original cost of $529,357.87 as shown 
by Exhibit 261, and an acquisition cost 
resulting from the excess of purchase 
price over the original cost in the sum 
of $370,180.05, and that the Missoula 
Electric properties had an original 
cost of $1,927,140.79. This property 
had an acquisition adjustment result- 
ing from an excess of purchase price 
paid over original cost in the sum of 
$2,283,999.31. We have distributed 
to these two electric plants the propor- 
tionate amount of the acquisition cost 
thereof. It is the sum of $2,654,- 
179.36. This amount, of course, goes 
into Account 100.5, subaccount 303, 


to be retained there so long as the plant 
to which it is attached remains in serv- 


ice. There is no dispute but what 
these properties were obtained in 
arm’s-length transactions. The Mon- 
tana Power Company purchased them 
in order to round out and integrate 
its system. We again quote from the 
Arkansas decision, supra, 55 PUR 
(NS) at p. 166: 

“The evidence is undisputed that 
Electric and respondent paid for the 
properties $6,947,058.92 in excess of 
their original cost; that this payment 
was made as a result of arm’s-length 
transactions; that the investment was 
made in good faith, and appeared at 
the time to be prudent. The results 
following the fulfilment of the plan of 
integration having fully justified the 
expenditure. To now deprive the re- 
spondent of this investment, after the 
benefits of the plan have been realized 
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and enjoyed by the public for mor 
than twenty years, would deprive the 
respondent of its property without due 
process, as the state and National Con. 
stitutions were construed, understood 
and applied when the investment wa; 
made.” 

Exhibit 252 of this record sets fort) 
the original cost of plants as found 
by the staff of the Federal Power 
Commission, and the total acquisitions 
after 1912 and 1913. These acquis 
tions are not in dispute. They ar 
hydraulic lands and land rights pur. 
chased by the company as additions to 
its various sites and improvements 
made upon plants. 
amount of $932,618.96. 

There is also an item of $38,610.41 
in dispute on organization expense. 
This item was previously charged to 
surplus and has now been reinstated 
in the accounts by The Montana Pov- 
er Company. We feel it should be 
amortized through Account 504 as an 
intangible over a period of ten years. 
We have not overlooked our Utility 
Plant Account Instruction 2B. 


We have found that the sum o 
$7,264,680.27 should be included in 
Account 100.5 as utility plant acquis: 
tion adjustment. This amount repre- 
sents the difference between origina 
cost and cost to The Montana Power 
Company as the accounting utility. 

[25, 26] Account 100.5 in our sys 
tem of accounts specifically and ex 
plicitly recognizes the propriety and 
necessity of retaining certain amoumis 
in this account. 

There is no dispute that whenever 
Account 100.5 contains an excess fot 
hydraulic lands and land rights over 
the original cost of the same, then this 
excess should be retained for as long 
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as the land rights involved are used 
by the company and continue to have 
value. We have in our findings indi- 
cated the extent to which amounts in 
Account 100.5 should be placed in sub- 
account 320, Land and Land Rights. 

Some of the accounting witnesses 
have testified that in general intangi- 
bles do not tend to disappear and tend 
to continue and exist and should be 
retained in Account 100.5 as long as 
they do exist and continue to have 
value. We recognize that intangibles 
do have value and should not be given 
the summary treatment of automatic 
amortization, 

The Department of Public Utilities 
of the state of Arkansas has recently 
issued an order submitting the views 
which we have adopted, in which it is 
stated : 

“Those who would charge off or 
provide for amortization of the bal- 
ance remaining in Account 100.5 in- 
sist that such should be done because 
it represents payment for so-called in- 
tangible values. While it is true that 
the item may represent an intangible, 
that fact, of itself, does not demand 
that it be given the treatment sug- 
gested. 

“In the opinion of the Department 
the provisions of its Uniform System 
of Accounts were designed and in- 
tended to preserve rather than destroy 
evidence of cost incurred as the result 
of an arm’s-length transaction, and do 
not require or permit arbitrary ad- 
justments of accounts of the respond- 
ent or any other public utility which 
have the effect of destroying existing 
valid property rights. It, therefore, 
concludes that under its system of ac- 
counts no amount charged to Account 
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100.5 should be eliminated, if such 
costs are supported by value. 

- It is obvious that it is 
impossible under any theory of ac- 
counting to purge all intangible value 
from the records of a utility. Clearly 
intangible value exists in a rate base 
in a utility property—whether or not 
its presence be recognized as such. In 
fact, in any operating utility there is 
complete inseparability of tangible and 
intangible values. 

“Common ownership of these sep- 
arate properties was necessary before 
integration was possible. Since Elec- 
tric could not have purchased these 
going businesses and properties at 
their original cost, the amount paid 
for the properties, in excess of that 
figure, must be treated as a part of 
the cost of the entire integrated sys- 
tem, including the cost of all acquired 
intangibles. The question for determi- 
nation, therefore, is whether cost of 
the right to integrate those going con- 
cerns and properties and to acquire 
the gross businesses, the customers, 
and other intangible values acquired 
and exercised under the circumstances 
here in evidence, is an asset of such 
value, or such an increment to value, 
as to justify this cost. If these rights 
and these intangibles are now actual 
assets of continuing value, and were of 
such value at the time the cost was in- 
curred, the amount assigned to Ac- 
count 100.5 on account thereof should 
not be charged off.” In Re Arkansas 
Power & Light Co. supra, 55 PUR 
(NS) at pp. 160, 161. See also Re 
Adoption of Uniform System of Ac- 
counts (NY 1934) 3 PUR(NS) 509; 
Re Uniform Classification of Accounts 
for Electric Utilities (1934) 16 NH 
PSCR 282, 8 PUR(NS) 349. 
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In the case of Re Columbia Gas & 
E. Corp. (1939) 4 SEC 406, 28 PUR 
(NS) 476, 482, the Securities and 
Exchange Commission had under con- 
sideration a reorganization to put into 
effect a reduction in capital, and the 
change of accounting in connection 
therewith. In speaking of the same 
account as our Account 100.5, it made 
the following statement: 

“The recording of actual cost, 
though in excess of original cost—cer- 
tainly when paid in cash in a trans- 
action in which there is arm’s-length 
bargaining—is not generally regarded 
as a write-up. The principles govern- 
ing the disposition which may be made 
of such excesses have not been defin- 
itively passed upon by the regulatory 
bodies or the courts. By the Uniform 
Classification of Accounts adopted 


by the Federal Power Commission 


for public utilities under its jurisdic- 
tion, the fixed property on the books 
of such companies is required to be 
segregated into separate accounts 
showing original cost and excess over 
original cost. A classification similar 
in this respect has been approved by 
the National Association of Railroad 
and Utilities Commissioners and 
adopted by a number of the states. 
Several of declarant’s subsidiaries 
operate in states which have adopted 
the classification.” 

In the present case, we believe there 
has been ample evidence that such 
costs are supported by value. 

The amount in Account 100.5 
which we have not charged to sub- 
account 320, Hydraulic Land and 
Land Rights, represents cost support- 
ed by value. For the reasons stated 
in the above quotation from the Ar- 
kansas decision, we believe that this 
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small amount of intangibles should re. 
main in Account 100.5 for as long as 
it continues to have value. We be. 
lieve that to write off these intangibles 
either immediately or over a period of 
years would constitute the writing off 
of a true element of value. However, 
some of these intangibles represent a 
part of the acquisition cost on proper- 
ties no longer in use. Those we have 
ordered amortized. 


[27] We now come to the question 
of the disposition to be made in the 
items in Account 107, Utility Plant 
Adjustments. 

We believe that these items were 
the result of the issuance of stock with 
a book value which was in excess of 
its actual value. In other words, we 
have determined that on a cash basis 
certain stock was issued at a discount, 
The result of this situation is that the 
capital account of The Montana Pow- 
er Company was a book value in ex- 
cess of the cash value of the stock is- 
sued at that time. 

It is, therefore, our conclusion that 
as to the write-off in Account 107 a 
portion thereof should be charged off 
to Account 271, Earned Surplus, and 
the remainder thereof should be 
charged off to Account 270, Capital 
Surplus ; that the amount to be charged 
off to Account 271, Earned Surplus, 
should be determined by The Montana 
Power Company subject to the ap- 
proval of this Commission and that 
the amount remaining in earned sur- 
plus should be adequate to protect the 
interests of the $6 preferred stock- 
holders. The Montana Power Com- 
pany has been ordered to forthwith 
present a plan for the amount to be 
charged to Account 271. 

In the case of Re Columbia Gas & 
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E. Corp. supra, 28 PUR(NS) at p. 
484, the Securities and Exchange 
Commission had occasion to remove 
from the accounts of the accounting 
utility certain items which we would 
place in our Account 107. It made 
the following statement: 

“On the other hand, where the re- 
moval of inflationary items discloses 
an impairment of capital and the im- 
pairment is corrected not by additions 
to the property of the company but by 
a reduction in capital account, certain 
problems are raised regarding the 
rights of the different classes of in- 
vestors. In the present case, recogni- 
tion of the existence of inflationary 
items reveals a large actual though 
unrecorded impairment of declarant’s 
common capital or, differently 


phrased, a large deficit in its surplus 
However, since that deficit 


account, 
does not reach to the stocks of declar- 
ant having a preference upon distri- 
bution of assets, dividends may, un- 
der the Delaware General Corporation 
Law, be declared and paid on all 
classes of stock out of current earn- 
ings regardless of the existence of the 
deficit. 


“But § 12(c) of the Holding Com- 
pany Act creates a strong presumption 
against the propriety of payment of 
dividends when capital is impaired, 
regardless of such provisions of state 
law. That it so admonishes us we 
have recognized in Rule U-12C-2, 
and again so recognized in our order 
of April 8, 1938, 23 PUR(NS) 132, 
with respect to the declarant. While 
such impairment exists, application 
must be made to this Commission be- 
fore dividends may be declared or paid 
on any class of stock.” 

We have attempted rather to use a 
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great deal of care in the handling of 
this account for the reason disclosed in 
the above statement. 


REPORT AND ORDER No. 1825 


Be it remembered that this matter 
came on regularly for hearing on 
March 27, 1944, and _ continued 
through May 12, 1944, in the Federal 
court room in the post office building 
at Butte, Montana, before the Federal 
Power Commission and the Montana 
Public Service Commission, in ac- 
cordance with notices given by each 
Commission as required by law. 

That leave to intervene was grant- 
ed by this Commission to certain own- 
ers of $6 preferred stock of The Mon- 
tana Power Company, who were 
represented by counsel at said hearing, 
and leave to intervene was granted to 
American Power and Light Company 
as the principle common stockholder 
of The Montana Power Company. 


This Commission, after having 
heard and considered all of the oral 
and documentary evidence and after 
having considered the briefs filed by 
the attorneys for the Federal Power 
Commission, the attorneys for the $6 
preferred stockholders, the attorneys 
for The Montana Power Company, 
and the attorneys for American Power 
& Light Company, and having heard 
oral argument by the attorneys for all 
interested parties and having had a 
conference with the Federal Power 
Commission after having heard the 
oral argument, and this Commission, 
by order dated February 16, 1944, 
having reserved unto itself all of its 
rights and powers to control its own 
record and to adopt its own separate 
final order thereon and this Commis- 
sion having throughout the proceed- 
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ing made its own rulings on all ques- 
tions presented to it during the course 
of the proceedings whenever there was 
any disagreement between the rulings 
of the examiner for the Federal Power 
Commission and the members of this 
Commission, and having considered 
the offers of proof made by all parties 
of any evidence which was rejected by 
this Commission, but accepted as evi- 
dence by the Federal Power Commis- 
sion, makes the following Findings of 
Fact: 


Findings of Fact and Order 
I 


The Montana Power Company is 
a public utility subject to the juris- 
diction of this Commission as to its 
accounting matters under § 3885 of 
the Revised Codes of Montana, 1935, 
and is a public utility which is re- 


quired to comply with the Uniform 
System of Accounts for Electric Utili- 
ties, adopted by this Commission on 
December 17, 1942. 


II 


On the 17th day of December, 1942, 
the Montana Public Service Commis- 
sion adopted a Uniform System of Ac- 
counts for Electric Utilities, effective 
January 1, 1943, and that said system 
of accounts provided that every elec- 
tric utility having a certain annual 
revenue and of a certain size operat- 
ing within the state of Montana should 
file with the Montana Commission a 
reclassification of its electric plant ac- 
counts and that pursuant thereto The 
Montana Power Company filed with 
this Commission on the 9th day of 
April 1943, its Reclassification of 
Electric Plant and thereafter on the 
6th day of January, 1944, this Com- 
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mission issued its order requiring The 
Montana Power Company to appear 
and show cause why the Reclassifica- 
tion of Electric Plant Accounts, as 
filed by it, should be approved as filed 
or what adjustments or changes, if 
any, should be made in the accounts of 
The Montana Power Company, as set 
forth in that Reclassification of Elec- 
tric Plant. 


III 


That words used in these findings 
shall have the meaning set forth in the 
definitions appearing beginning on 
page 9 of this Commission’s Uniform 
System of Accounts for Electric Utili- 
ties. 


IV 


That The Montana Power Com- 
pany is a New Jersey corporation law- 
fully and regularly licensed to do busi- 
ness in the state of Montana. 


Vv 


That American Power & Light 
Company is a public utility holding 
company which owns 2,475,594 shares 
or more than 99 per cent of the com- 
mon stock of The Montana Power 
Company, which stock it acquired at 
a cost of more than $97,900,000, and 
that American Power & Light Com- 
pany, as a common stockholder of The 
Montana Power Company, is an in- 
terested party in this proceeding. 


VI 


That the $6 preferred stockholders, 
who were allowed to intervene in this 
proceeding, are the owners and hold- 
ers of shares of $6 preferred stock of 
The Montana Power Company and 
as such have an interest in this pro- 
ceeding. 


232 





RE THE MONTANA POWER COMPANY 


VII 


That the accounting entries, as pro- 
posed by The Montana Power Com- 
pany in its Reclassification of Electric 
Plant, which is Exhibit 48 in this 
proceeding, are numerous, and that 
there is no material dispute or differ- 
ence between the auditor of this Com- 
mission, the accounting staff of the 
Federal Power Commission, and the 
representatives of The Montana Pow- 
er Company as to tke accounting en- 
tries for most of the constructed prop- 
erties, and the accounting entries as 
proposed by The Montana Power 
Company in its Reclassification of 
Electric Plant, as amended by the 
evidence produced in the hearing, are 
in accordance with the requirements 
of this Commission’s Uniform System 
of Accounts for Electric Utilities, ex- 
cept as hereinafter set forth. 


Vill 


That the Madison Development was 
devoted to public service by Madison 
River Power Company, and the orig- 
inal cost of the hydraulic land and 
land rights for the Madison Develop- 
ment is not in dispute and was fixed 
by the Federal Power Commission at 
$733,862.02 as of January 1, 1937, 
which figure we adopted. 


IX 


That the System of Accounts was 
adopted to determine cost and must 
give consideration to the state laws. 
In making this determination this 
Commission will consider as cost any 
increment arising out of a transaction 
validly made in accordance with our 
state laws, 


X 
That the sale by John D. Ryan and 
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associates by contract dated January 
19, 1909, of the first half of the capi- 
tal stock of Great Falls Water Power 
& Townsite Company to Butte Elec- 
tric & Power Company was a valid 
and legal transaction. That the con- 
sideration paid by Butte Electric’ & 
Power Company in that transaction 
was as follows: 
$150,000 In cash 
$1,350,000 In bonds of Butte Electric & 
Power Company 
$1,000,000 In common stock of Butte Electric 
Power Company 

That a part of this consideration was 
other than cash, and this Commission 
must determine the value of such con- 
sideration on a cash basis; that the 
bonds issued had a value of $1,- 
350,000, and that the common stock 
issued had a value of at least 
$1,000,000, and that the cost incurred 


by Butte Electric & Power Company 
in that transaction was at least $2,- 
500,000. 


XI 


That The Montana Power Com- 
pany is a corporation created under 
the laws of New Jersey by the Agree- 
ment of Consolidation dated Novem- 
ber 11, 1912, between Butte Electric 
& Power Company, The Montana 
Power Company, Madison River 
Power Company, Billings & Eastern 
Montana Power Company, and Mis- 
souri River Electric & Power Com- 
pany, which consolidation became ef- 
fective on December 12, 1912. 

That this Commission’s Uniform 
System of Accounts provides in Util- 
ity Plant Account Instruction 1C 
that Accounts 100.1 to 100.4, inclu- 
sive, are designed to show the original 
cost of utility plant acquired as operat- 
ing units or systems by purchase, 
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merger, consolidation, liquidation, or 
otherwise, and in Utility Plant Ac- 
count Instruction 1D that Account 
100.5 is designed to show the differ- 
ence between the cost to the utility of 
utility plant acquired as operating 
units or systems by purchase, merger, 
consolidation, liquidation, or other- 
wise and the original cost of the plant, 
and that the consolidation of Decem- 
ber 12, 1912, is such a consolidation 
as referred to under said instructions 
and elsewhere in this Commission’s 
Uniform System of Accounts, and that 
a cost to The Montana Power Com- 
pany was created by said consolida- 
tion. 


XII 


That the consideration paid by The 
Montana Power Company in that con- 
solidation for the net assets acquired 
consisted of the following: 

8,000 shares of 7 per cent cumula- 
tive preferred stock having a par value 
of $100 per share making a total par 
value of preferred stock of $800,000 
and 271,3334 shares of common stock 
having a par value of $100 per share. 
The Montana Power Company also 
assumed certain liabilities in the form 
of bonds and notes and in addition 
$890,493.83 of surplus was recorded. 

That the consideration given by 
The Montana Power Company for the 
property which it acquired in the con- 
solidation was other than cash and 
that the value of such consideration 
must: be determined on a cash basis. 
That the preferred stock issued by The 
Montana Power Company has a par 
value of $100 per share and was worth 
its par value, making a total consid- 
eration given in preferred stock of 
$800,000. That the liabilities (bonds 
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and notes) assumed by The Montana 
Power Company in connection with 
the consolidation were equal to their 
face amount of $14,827,000. That the 
common stock issued by The Montana 
Power Company in connection with 
such consolidation had a value of $45 
per share, making a_ consideration 
given in common stock of $12,210,000 
for 271,3334 shares. That the differ. 
ence between the par value of the com- 
mon stock issued (271,3334 shares) 
in the consolidation and the actual 
value is $14,923,333.33 and represents 
stock issued for which no value was 
received and, therefore, the amount of 
$14,923,333.33 must be placed in Ac- 
count 107 and disposed of by a charge 
against earned or capital surplus. 


XIII 


That the Holter Development was 
constructed and devoted to public serv- 
ice by The Montana Power Company 
in 1918 and that the original cost as 
of January 1, 1937, of the hydraulic 
land and land rights for this develop- 
ment was incurred by The Montana 
Power Company in the consolidation 
and was $4,450,535.95. That there 
is no acquisition adjustment and no 
entry to Account 100.5 on this devel- 
opment. 


XIV 


That the Canyon Ferry Develop- 
ment was devoted to public service 
by. Helena Water & Electric Power 
Company, and that the original cost, 
as of January 1, 1937, of the hydrav- 
lic land and land rights of that devel- 
opment, about which original cost 
there is no dispute in this case, was 
$134,864.35. That in the consolida- 
tion of December 12, 1912, The Mon- 
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tana Power Company paid for the 
hydraulic land and land rights at the 
Canyon Ferry Development the sum 
of $1,473,718.81, making an acquisi- 
tion adjustment or difference between 
the original cost of the Canyon ferry 
land and land rights and the amount 
paid by The Montana Power Com- 
pany of $1,338,854.46. This differ- 
ence or acquisition adjustment should 
be recorded by The Montana Power 
Company in Account 100.5, sub- 
account 320, and should be retained 
there as long as the hydraulic land and 
land rights are in service. 


XV 


That the Hauser Lake Development 
was devoted to public service by Hel- 
ena Power Transmission Company 
and that the original cost, as of Janu- 
ary 1, 1937, of the hydraulic land and 


land rights of that development, about 
which original cost there is no dispute 
in this case, was $255,915.45. 

That in the consolidation of Decem- 
ber 12, 1912, The Montana Power 
Company paid for the hydraulic land 
and land rights at the Hauser Lake 
Development the sum of $2,070,625.- 
91 making an acquisition adjustment 
or difference between the original 
cost of the Hauser lake land and land 
rights and the amount paid by The 
Montana Power Company of $1,814,- 
710.46. This difference or acquisition 
adjustment should be recorded by The 
Montana Power Company in Account 
100.5, subaccount 320, and should be 
retained there as long as the hydraulic 
land and land rights are in service. 


XVI 
That The Montana Power Com- 
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pany paid $2,828,032.35 for the hy- 
draulic land and land rights at the 
Madison Development. The differ- 
ence between this cost and the original 
cost of $733,862.02 of those land and 
land rights is $2,094,170.33. This 
difference is an acquisition adjustment 
and should be recorded in Account 
100.5, subaccount 320, and should be 
retained there as long as the hydraulic 
land and land rights are in service. 


XVII 


That the Rainbow Development was 
first devoted to public service by Great 
Falls Power Company and that the 
original cost, as of January 1, 1937, of 
the hydraulic land and land rights for 
the Rainbow Development was the 
sum of $4,925,431.01. 


XVIII 


That the sale by John D. Ryan and 
his associates to The Montana Power 
Company by contract dated February 
11, 1913, of: 

Ist. One-half of the capital stock of 
Great Falls Water Power & Townsite 
Company for a consideration of 50,- 
000 shares of preferred stock of The 
Montana Power Company and 175,- 
000 shares of the common stock of 
The Montana Power Company, which 
common shares were restricted as to 
dividends ; and 

2nd. 50,000 shares of the common 
stock of Thompson Falls Power Com- 
pany for 50,000 shares of the common 
stock of The Montana Power Com- 
pany, which common shares were re- 
stricted as to dividends, was an arm’s- 
length transaction by which The Mon- 
tana Power Company purchased the 
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properties involved from Ryan and as- 
sociates and created the cost to The 
Montana Power Company of the prop- 
erties thereby acquired. 


XIX 


That the consideration given by The 
Montana Power Company in the pur- 
chase of one-half of the capital stock 
of Great Falls Water Power & Town- 
site Company from John D. Ryan and 
his associates on February 11, 1913, 
was in property other than cash. That 
it is necessary to determine the value 
of such consideration on a cash basis. 
That the value of the 50,000 shares of 
preferred stock of The Montana Pow- 
er Company was equal to the par value 
of said shares, or a total amount of 
$5,000,000. That the value of said 
154,000 shares (deducting the 21,000 
shares allocated to the town lots) of 
the common stock of The Montana 
Power Company with dividend restric- 
tions, as determined on a cash basis, 
was $35 per share, or a total of $5,- 
390,000 for all of said shares. That 
the difference between the par value of 
the common stock issued (154,000 
shares) in said sale and the actual 
value is $10,010,000 and represents 
stock issued for which no value was 
received and, therefore, must be placed 
in Account 107 and disposed of by a 
charge against earned or capital sur- 
plus. 


XX 


That the consideration given by The 
Montana Power Company in the pur- 
chase of 50,000 shares of the common 
stock of Thompson Falls Power Com- 
pany was other than cash. That it is 
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necessary to determine the value of 
such consideration on a cash basis, 
That the value of said 50,000 shares 
of common stock of The Montana 
Power Company with dividend re. 
strictions was $35 per share, or a total 
consideration of $1,750,000. That 
the difference between the par value 
of the common stock issued (50,000 
shares) in said sale and the actual 
value is $3,250,000 and represents 
stock issued for which no value was 
received and, therefore, the amount of 
$3,250,000 must be placed in Account 
107 and disposed of by a charge 
against earned or capital surplus. 


XXI 


That the Thompson Falls, Black 
Eagle, Ryan, and Morony sites were 
first devoted to a public use by The 
Montana Power Company. That the 
original cost of said Thompson Falls, 
Black Eagle, Ryan, and Morony hy- 
draulic land and land rights at these 
sites, plus net additions as of January 
1, 1937, were as follows: 
$1,671,430.66 
1,085,513.45 


5,857 ,807.51 
1,190,291.11 


Thompson Falls 
Black Eagle 


That the said original cost of the hy- 
draulic land and land rights at the 
Thompson Falls, Black Eagle, Ryan, 
and Morony sites is the same as the 
cost of those hydraulic land and land 
rights to The Montana Power Con- 
pany, and therefore, no acquisition ad- 
justment is involved. 


XXII 


That the cost to The Montana Pow- 
er Company of hydraulic land and land 
rights at the Rainbow site, plus net ad- 
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ditions to January 1, 1937, was the 
sum of $4,425,782.28. This results in 
acredit to the acquisition adjustment 
account of $499,648.73 and should be 
recorded in Account 100.5, subac- 
count 320. 


XXIII 


That the original and the acquisi- 
tion cost to January 1, 1937, of the 
Flint Creek, Hebgen, Milltown, and 
Mystic lake sites are not in dispute 
and they are as follows: 
$20,041.67 
32,481.75 


43,301.99 
15,058.76 


Flint Creek . 
Hebgen Reservoir 
Milltown 
Mystic Lake 

That there are no acquisition ad- 
justments in connection with these 
sites. 

XXIV 


That the hydraulic land and land 
rights at Site C, which site has never 
been devoted to public use, were ac- 
quired by The Montana Power Com- 
pany at a cost of $295,038.76. That 
The Montana Power Company has 
not presented any definite plan for 
the development of this site and said 
amount of $295,038.76 should be 
placed in Account 110, Other Physical 
Property. 


XXV 


That the sum of $7,264,680.27 
shall be included in Account 100.5 as 
Utility Plant Acquisition Adjustment ; 
that of said sum the amount of $4,- 
748,086.52 represents the cost of hy- 
draulic land and land rights and shall 
be included in subaccount 320, and 
should be retained there as long as 
the hydraulic land and land rights are 
in service. That of said sum the 
amount of $2,385,465.47 represents 
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acquisition costs of properties still in 
use and should be placed in subac- 
count 303 and should be retained there 
as long as the plant to which it is at- 
tached remains in service. That the 
sum of $131,128.28 represents in- 
tangibles resulting from the acquisi- 
tion of property which is no longer in 
use and shall be amortized over a 
period of ten years by charges to Ac- 
count 505, Amortization of Utility 
Plant Acquisition Adjustment. 


XXVI 


That the sum of $38,610.41 in Ac- 
count 301, Organization, shall be 
amortized through Account 504 over 
a period of ten years. 


XXVII 


That the Phoenix Utility Company 
is a wholly owned subsidiary of Elec- 
tric Bond and Share System and that 
The Montana Power Company is a 
subsidiary of the same system and that 
no evidence of the reasonableness of 
the charge in the sum of $151,888.98 
made by Phoenix Utility Company in 
the construction of the Morony Devel- 
opment was made at the hearing and 
that said sum of $151,888.98 should 
be placed in Account 107, to be re- 
tained there pending further order of 
this Commission. 


XXVIII 


That the amount of $28,793,495.66 
should be included in Account 107, 
Utility Plant Adjustment. After re- 
taining the amount of the Phoenix 
Utility fees, there remains the amount 
of $28,641,606.68; a portion thereof 
should be charged off to Account 271, 
Earned Surplus; and the remainder 
56 PUR(NS) 





MONTANA PUBLIC SERVICE COMMISSION 


thereof should be charged off to Ac- 
count 270, Capital Surplus. That the 
amount which should be charged off 
to Account 271, Earned Surplus, 
should be determined by The Mon- 
tana Power Company, subject to the 
approval of this Commission, and the 
amount remaining in earned surplus 
should be adequate to protect the in- 
terests of the $6 preferred stockhold- 
ers. That The Montana Power Com- 
pany should forthwith present a plan 
for the amount to be charged to Ac- 
count 271, 


XXIX 


From the foregoing Findings of 
Fact, it is ordered and this does order 
that The Montana Power Company 
shall make necessary journal entries 
to reflect the changes in its Reclassifi- 
cation of Electric Plant, as of Janu- 
ary 1, 1937, the final Electric Prop- 
erty Reclassification Summaries being 
as follows: 


100.1 Electric Plant in Service 
Intangible Plant 
301 Organization 
302 Franchises and Con- 


Total Intangi- 
ble Plant «.. 
Production Plant 
320 Land and Land 
Rights $20,416,535,6 
Other Production 
30,528,201.68 


Total Produc- 

tion Plant .. $50,944,737.% 
Transmission Plant 8,278,258.62 
Distribution Plant... 11,243,718,05 
General Plant 2,495 ,039,58 


Ss 


$73,022,362.75 
100.2 Electric Plant Leased to 
Others 6,904.87 
100.3 Construction Work i 
Progress 357,114.16 


$73,386,381.78 

100.5 Electric Plant Acquisi- 
tion Adjustment .... 7,264,680.27 

107. Electric Plant Adjust- 
ments 28,793,495.66 
110 Other Physical Property 1,147,445.73 
131 Materials & Supplies ... 10,266.14 
151 Capital Stock Expense.. 341,946.64 


Total ..cccecee. $110,944,216.22 
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Re Washington Gas Light Company 


P. U. C. Nos. 3361, 3382, Formal Case Nos. 334, 340, 
Order No. 2827 


August 31, 1944 


NVESTIGATION of rates of gas company operating under slid- 
I ing-scale arrangement; rate base determined, return allow- 
ance fixed, part of former order rescinded, and reserve ordered 
to be created for handling excess income. For earlier Commis- 

sion opinion, see (1943) 53 PUR(NS) 321. 


Return, § 92 — Gas utility — Sliding-scale arrangement. 
1. A basic rate of return of 6 per cent, applied in conjunction with a slid- 
ing-scale arrangement, was held to be fair and reasonable and to enable 
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a gas company to maintain its credit and attract capital needed in the prop- 
er discharge of its public duties, where such a return would provide a re- 
turn of more than 10 per cent on the common stock equity invested in 
property used and useful, p. 239. 


Return, § 5 — Sliding-scale arrangement — Disposition of excess earnings. 
2. An appropriately captioned reserve was required to be set up on the 
books of a gas company operating under a sliding-scale arrangement for 
the purpose of recording income in excess of the allowed return during a 
test year, such reserve to be subject to further order of the Commission, 
where the amount available for reduction of rates was so small that the 
financial benefit to individual consumers would be insignificant and a re- 
fund would provide only a minor financial benefit to the individual con- 
sumer, which would be considerably dissipated by the substantial expense at- 


tached to making a refund, p. 241. 


By the CoMMISSION : 


Nature of Proceeding 

On November 8, 1943, after formal 
hearing, this Commission issued its 
Order No. 2682, 53 PUR(NS) 321, 
establishing rates to be charged for 
service by the Washington Gas Light 
Company (hereinafter referred to as 
the company) for the rate year begin- 
ning September 1, 1943, In this or- 
der, inter alia, the basic rate of return 
under the sliding-scale arrangement 
in effect with respect to the determi- 
nation of rates for gas service was re- 
duced from 64 per cent to 54 per cent, 
and a rate reduction of $132,896 was 
prescribed. The company appealed 
Order No. 2682 to the district court 
of the United States for the District 
of Columbia (Civil Action No. 
22173). On June 27, 1944, 55 F 
Supp 627, 54 PUR(NS) 193, the 
court found that the order of the Com- 
mission should be set aside. In view 
of the opinion of the Court, the Com- 
mission, by its Order No. 2798, dated 
July 26, 1944, ordered that a fur- 
ther hearing be held on the record in 
the above-described proceeding (For- 
mal Case No. 334) for the purpose of 
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determining the proper basic rate of 
return and the disposition of excess 
earnings, if any. 

On May 16, 1944, by its Order No. 
2768 (Formal Case No. 340), the 
Commission ordered that an investi- 
gation be made relative to rates to be 
charged by the company for the rate 
year beginning September 1, 1944. 

The aforementioned matters were 
consolidated for hearing by Order No. 
2799, dated July 26, 1944. Formal 
hearing on the consolidated proceed- 
ings was held on August 18, 1944. 


Rate of Return 

[1] As set forth above, Order No. 
2682 reduced the basic rate of return 
from 6} per cent to 5$ per cent. In 
that order the Commission indicated 
that the basic rate of return of 52 per 
cent was predicated to a large degree 
upon the cost of capital. In arriving 
at the cost of capital, the Commission 
found that a return of 9 per cent on 
the common stock equity was fair and 
reasonable. The court, however, held 
that the allowance of 9 per cent was 
not supported by substantial evidence. 

The record shows that the use of a 
basic rate of return of 6 per cent would 


56 PUR(NS) 





DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


provide a return of more than 10 per 
cent on the common stock equity in- 
vested in property used and useful in 
furnishing gas service in the District 
of Columbia. There is ample evidence 
in Formal Case No. 334 to support 
such an allowance. The Commission 
concludes and finds that tor the test 
years of 1943 and 1944, a basic rate 
of return of 6 per cent applied in con- 
junction with the sliding-scale ar- 
rangement is fair and reasonable and 
will enable the company to maintain 
its credit and attract the capital needed 
in the proper discharge of its public 
duties. 

The Commission affirms all of the 
findings and conclusions contained in 
its Order No, 2682 (Formal Case No. 
334) which are not inconsistent with 
its findings and conclusions herein. 


1943 Results Recalculated 

In the present proceeding, the Com- 
mission’s chief accountant, V. A. Mc- 
Elfresh, presented a recomputation of 
the results of operations under the slid- 
ing-scale arrangement for the test year 
ended June 20, 1943, giving effect to 
the restoration to operating revenue 
deductions of legal fees in the amount 
of $18,553.14 by reason of the vaca- 
tion of Order No. 2682 by the court, 
and the use of a basic rate of return of 
6 per cent in lieu of the 52 per cent pre- 
scribed by the Commission in Order 
No. 2682. This calculation indicates 
that $87,817.51 would have been avail- 
able for reduction of rates for the rate 
year beginning September 1, 1943. 


Test Year Ended June 30, 1944 

In connection with Formal Case No, 
340, witness McElfresh presented evi- 
dence on the results of operations un- 
der the sliding-scale arrangement dur- 
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ing the test year ended June 30, 1944 
The Commission’s chief engineer, F 
A. Sager, presented evidence on th 
value of gas plant located in the Dis 
trict of Columbia utilized in furnish 
ing gas service to the subsidiary com 
panies of the Washington Gas Ligh 
Company located outside of and ad 
jacent to the District of Columbia’ 
Sager’s evidence was utilized by Mc. 
Elfresh in his determination of the 
rate base applicable to the District o 
Columbia. The evidence indicated 
that the net amount available for re. 
turn on the rate base amounted to $1, 
988,000.67 after adjustment and elim. 
ination of revenues and operating rev- 
enue deductions associated with the 
furnishing of gas outside the District 
of Columbia. The rate base, weight- 
ed, amounted to $32,315,841.86 in- 
cluding working capital of $1,346- 
178.49 of which $685,431.57 covered 
cash working capital and $660,746.92 
material and supplies, both determined 
in accordance with the provisions of 
the sliding-scale arrangement. The 
unweighted rate base prior to alloca- 
tion and exclusive of working capital 
amounted to $35,127,346.34 as of 
June 30, 1944, 

The net amount available for re- 
turn, namely, $1,988,000.67 provided 
a return of 6.1518 per cent on the rate 
base. Such a return under the provi- 
sions of Order No. 1458 (1935) 11 
PUR(NS) 469, would not necessitate 
any change in rates for gas service for 
the rate year beginning September 1, 
1944, In this proceeding however we 
have reconsidered the record in For- 
mal Case No. 334 and in view of the 
decision of the district court and all of 
the facts of record, we concluded that 
a basic rate of return of 6 per cent 
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.should be used in the instant proceed- 


ing. 

The use of a basic rate of return of 
6 per cent in conjunction with the re- 
sults of operations for the test year 
ended June 30, 1944, indicates a re- 
turn of $49,050.16 in excess of .the 
basic return thereby providing $24,- 
525.08 for a reduction of rates. This is 
so only when the effect of a reconsider- 
ation of Formal Case No. 334 is dis- 
regarded entirely. Witness McElfresh 
pointed out that if the excess of $87,- 
817.51 over the allowed return for the 
test year ended June 30, 1943, should 
be refunded to consumers the net 
amount available for return during the 
test year ended June 30, 1944, would 
be reduced by approximately $73,000 
and that such a reduction would result 
in a return of 5.9253 per cent or $24,- 
131.10 less than the basic return cal- 


culated as 6 per cent. The witness al- 
so pointed out that the retention of the 
$87,817.51 in a reserve for future rate 
adjustments would be tantamount to 
an actual refund in so far as the effect 
upon the income of the company is 
concerned. 


Conclusions 

[2] It appears that three alternatives 
exist with respect to disposition of 
earnings in excess of the allowed re- 
turn. First, the year 1943 can be dis- 
regarded and a reduction in rates of 
$24,525 effected as of September 1, 
1944. Second, the $87,818 in excess 
of the allowed return during the test 
year 1943 as recalculated could be re- 
funded to consumers. Third, in lieu 
of a refund, the $87,818 could be 
placed in a separate reserve and util- 
ized to offset any rate increases which 
might be warranted in the future or 

[16] 


for any other purposes the Commis- 
sion might find desirable in the public 
interest. 

As to the first alternative, the 
amount available for reduction of rates 
is so small that the financial benefit to 
individual consumers would be insig- 
nificant, Further, by disregarding the 
test year 1943 consumers would be de- 
prived of, and the company would un- 
duly benefit by, all the earnings in ex- 
cess of the allowed return during the 
test year ended June 30, 1943. 

While the second alternative would 
provide a minor financial benefit to 
the individual consumer such benefit 
would be considerably dissipated by 
the substantial expense attached to 
making such refund, in that such ex- 
pense would have to be reflected in op- 
erating expense during the test year 
ending June 30, 1945, upon which 
rates for the rate year beginning Sep- 
tember 1, 1945, would be predicated 
under the sliding-scale arrangement. 

The third alternative appears to be 
the most satisfactory, and the one ulti- 
mately most favorable to consumers 
without being inequitable to the com- 
pany. As previously pointed out the 
reservation of the $87,818 in excess of 
the allowed return for the test year 
ended June 30, 1943, would so reduce 
the return of the company during the 
test year ended June 30, 1944, that no 
rate change can be effected for the rate 
year beginning September 1, 1944. 

In view of the foregoing, the Com- 
mission concludes and finds that an 
appropriately captioned “Reserve” 
should be established on the books of 
the company for the purpose of record- 
ing therein the income of $87,818 in 
excess of the allowed return during the 
test year ended June 30, 1943. 
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By reason of this conclusion the 
Commission further concludes and 
finds that the rates presently being 
charged for gas service, that is the rates 
prescribed by Order No. 2401 (1942) 
46 PUR(NS) 1, should be continued 
in effect for the rate year beginning 
September 1, 1944, and until further 
order of the Commission. 

An appropriate order will issue. 


ORDER 


In accordance with the opinion ren- 
dered in this proceeding, it is ordered: 

Section 1. That the rate base for 
determining rates to be charged by the 
Washington Gas Light Company un- 
der the sliding-scale arrangement 
(modified by § 2 hereof) for the 12- 
month period beginning September 1, 
1944, be $32,315,841.86 including $1,- 
346,178.49 for working capital. 

Section 2. That for the purposes of 
this proceeding finding 1(b) of Order 
No. 1458 dated December 13, 1935, 
supra, be waived in so far as it relates 
to the use of a primary rate of return of 
63 per cent; and that a primary rate 
of return of 6 per cent shall be used in 
the determination of the allowed re- 
turn for the test years ended June 30, 
1943 and June 30, 1944. 


Section 3. That § 4 of Order No: 
2401, supra, is hereby rescinded. 

Section 4. That the rates, tolls, and 
charges to be charged by the Washing- 
ton Gas Light Company for gas servy- 
ice in the District of Columbia shall 
be in accordance with the rates, tolls, 
charges, tariffs, rules, regulations, and 
conditions of service set forth in Order 
No. 2401. 

Section 5. That an appropriately 
captioned ‘‘Reserve”’ be set up on the 
books of the Washington Gas Light 
Company for the purpose of recording 
therein income in excess of the allowed 
return during the test year ended June 
30, 1943, in the amount of $87,817.51. 

Section 6. That within thirty days 
after the effective date of this order a 
copy of the entry creating the “Re- 
serve” set forth in § 5 herein be sub- 
mitted to the Commission for ap- 
proval. 

Section 7. That no debits shall be 
made to the reserve set forth in § 5 
herein without the specific and direct 
approval of the Public Utilities Com- 
mission. 

Section 8. That this order take ef- 
fect immediately and remain in full 
force and effect until otherwise or- 
dered by the Commission. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Electric Power Company 


2-U-1977 
September 30, 1944 


PPLICATION by electric company for approval of modifica- 
d \ tions of promotional rate plan; granted. For decision on 
rehearing see post, p. 247. 
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Rates, § 259 — Promotional plan — Termination during war — Discrimination. 
A promotional rate plan, allowing additional electric consumption at re- 
duced rates, which was introduced during an economic depression, should 
be terminated as quickly as possible without undue hardship when, in the 
light of changed conditions during war, the purposes for which the plan 
was filed have been fulfilled and its continuance would be discriminatory. 


By the Commission: Oh June 17, 
1944, Wisconsin Electric Power Com- 
pany filed an application with the Com- 
mission for an order specifying such 
reasonable modifications as may be re- 
quired currently in the 10 for 1 elec- 
tric rate plan, or otherwise fixing the 
period during which, and the limita- 
tions under which, said plan shall be 
operated, and approving specific reduc- 
tions in regular electric service rates 
to be currently effective. 

Following receipt of the application, 
notice of investigation and hearing 
was issued July 10, 1944. 


APPEARANCES: Wisconsin Electric 
Power Company, by Shaw, Muskat & 
Paulsen, J. D. Shaw, Milwaukee; city 
of West Allis, by John C. Doerfer, 
City Attorney, and Arnold Klentz, 
Mayor; city of Milwaukee, by Joseph 
R. Bednarek, Assistant City Attorney ; 
village of West Milwaukee, by A. J. 
Busby, Attorney, Milwaukee ; for him- 
self and Milwaukee County Progres- 
sive Party, Irvin I. Aaron, Milwau- 
kee; of the Commission staff, H. T. 
Ferguson, Staff Attorney R. E. Pu- 
tucker, Engineer, H. J. O'Leary, 
Chief, Rates and Research Depart- 
ment. 

The application in this case was 
filed in response to a request by the 
Commission that the 10 for 1 plan be 
terminated as quickly as practicable 
without undue hardship to either the 
company or its customers. The re- 
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quest was transmitted by letter dated 
April 13, 1944. Previously the Com- 
mission, after considering briefs and 
arguments of its staff and the compa- 
ny, had come to the conclusion that 
the 10 for 1 plan, under existing cir- 
cumstances, was unjustly discrimina- 
tory. 

Originally, the 10 for 1 plan was 
filed by the company late in 1935 in 
response to an order in docket 2—U- 
810, dated January 26, 1935, to show 
cause why a low cost objective rate 
plan should not be filed. A majority 
of the utilities in the state filed low cost 
objective rate plans of the type de- 
scribed in the Commission’s order of 
January 26, 1935. The applicant, 
however, chose to comply by the filing 
of the 10 for 1 plan which differed in 
several important respects from the 
more conventional type of objective 
rate plans which were then under con- 
sideration. 


Basically, the 10 for 1 plan which 
was made available for residential and 
commercial lighting and rural custom- 
ers provides that such customers are 
permitted to use at least 30 additional 
kilowatt hours, or twice as many kilo- 
watt hours as were used during the 
corresponding month of the preceding 
year, at a cost not exceeding 10 per 
cent over the bill for the correspond- 
ing month of the preceding year. In 
addition, the plan, as presently applied, 
provides that the average cost per kilo- 
watt hour used in a month shall not be 
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less than 1 cent per kilowatt hour, and 
that energy used in excess of twice the 
consumption of the corresponding 
month of the preceding year (base 
month) will! be billed at 2 cents net 
per kilowatt hour. A significant dif- 
ference between the 10 for 1 plan and 
other low cost rate plans then in effect 
was the absence of any objective rate. 

The 10 for 1 plan, originally was 
accepted for a period of eight months. 
Since then the plan has been extended 
many times. 

The 10 for 1 plan, as well as other 
low cost rate plans, was introduced 
during the depression. Its primary 
purpose was to encourage customers to 
increase their use of service by mak- 
ing the cost of such additional use less 
than it would be under standard rates. 
Practically all of the low cost objec- 
tive rate plans were terminated by oth- 


er utilities within two years of the date 


of their adoption. However, the 10 
for 1 plan was found to be such an 
effective method of promoting in- 
creased use of service that it was per- 
mitted to be applied continuously 
since 1935. The changes which 
have taken place in our economy since 
the start of the war prompted the 
Commission again to review the plan 
in the light of such changed condi- 
tions, and ultimately led to the conclu- 
sion that the purposes for which the 
plan was filed had been fulfilled and 
that steps should be.taken to provide 
for its elimination. 

The application filed in this docket 
provides for the first step in the elim- 
ination of the 10 for 1 plan. In sub- 
stance, the proposal submitted by the 
company provides for three major 
modifications as follows: 

1. No new customers shall be en- 
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titled to take service under the plan, 

2. Present customers will be dis- 
qualified from taking service under the 
plan if they fail to participate in the 
plan at least once in any period of six 
consecutive months. 

3. The minimum rates are to be 
subject to successive increases of .25 
cents per kilowatt hour from the pres- 
ent minimum of 1 cent per kilowatt 
hour every 3 months. 

The foregoing provisions are to be 
applied for a period of one year, after 
which the Commission will review op- 
erations under the modified plan and 
by order direct such further action as 
may be required. In connection with 
the application of the modified plan, 
the company has also submitted for 
filing a proposed reduction in the resi- 
dential, commercial, and rural rates 
applicable to customers who are eligi- 
ble to receive service under the 10 for 
1 plan. It proposes to reduce the rate 
applicable to the first block of the resi- 
dential service and commercial service 
rate .25 cents per kilowatt hour. The 
proposed reduction in rural rates con- 
sists of shortening the second block of 
schedule Fg-1 from 420 kilowatt 
hours to 120 kilowatt hours per month, 
to which the rate of 2.5 cents per kilo- 
watt hour applies. It is estimated that 
customers will save approximately 
$270,607 per year under the revised 
rates. This reduction will be offset in 
part by increases, to participating cus- 
tomers, which will result from the pro- 
posed modification of the 10 for 1 plan. 

The elimination of new customers 
from participation in the 10 for 1 plan 
will help reduce the total number par- 
ticipating and, further, will prevent 
customers from participating for a 
very limited period and then being de- 
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prived of such privilege by termination 
of the plan. On the basis of new cus- 
tomers added during the first seven 
months of this year, about 1,600 new 
customers per year would be restricted 
from participation in the 10 for 1 plan. 

The provision that customers who 
do not participate in the plan at least 
once in a period of six consecutive 
months, dating from ‘three months 
prior to the effective date of this order, 
will serve to eliminate a large number 
of customers who either have not been 
participating in the plan in recent 
months or who are occasional partic- 
ipants. Based upon a study of a recent 
15-month period, it is estimated that 
about 41.5 per cent of the total eligible 
customers will be eliminated by the op- 
eration of this provision. In July, 
1944 there were 264,423 customers 
eligible to take service under the 10 for 

The application of the fore- 
restriction would eliminate 


1 plan. 


going 
about 110,000 of these customers from 


participation, This total, of course, 
includes customers who are not now 
participating and who have not par- 
ticipated in recent months. It is diff- 
cult to estimate the increase in revenue 
which will result from the elimination 
of such customers, but it has been esti- 
mated as $50,000 per year. 

The provision for the increase in the 
minimum monthly cost by steps of .25 
cents each three months from 1 cent to 
2 cents per kilowatt hour will not elim- 
inate many present participants. 
However, this provision will serve to 
increase the bills of customers receiv- 
ing maximum benefits under the 10 
for 1 plan, and thereby reduce the dif- 
ferential between their present billing 
and billing under the proposed new 
standard rates. It is estimated that 
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such customers will be increased a 
maximum of $60,00Q per year by the 
proposed increase in the minimum rate 
per kilowatt hour. 

In summary, the proposal as sub- 
mitted will remove more than 110,000 
customers from eligibility to receive 
service under the 10 for 1 plan. Par- 
ticipating customers will receive in- 
creases in the maximum amount of 
$110,000 per year, while nonpartici- 
pating customers will receive an an- 
nual reduction of $270,607. Because 
of the reduction in rates, some addi- 
tional customers will cease to par- 
ticipate under the 10 for 1 plan. We 
have reviewed the proposal in its en- 
tirety in the light of the purposes to be 
accomplished, and we are satisfied that 
the proposal as submitted provides a 
reasonable method and constitutes a 
proper step in the program for the 
elimination of the 10 for 1 plan. 

It is impossible to forecast the ex- 
tent to which the proposed modifica- 
tion will eliminate customers from the 
10 for 1 plan. Likewise, it is difficult 
to make a precise estimate of the in- 
crease in revenue which will material- 
ize under the proposed modification. 
The situation is further complicated by 
current uncertainty over the future 
economic conditions which will pre- 
vail as the war terminates or ap- 
proaches termination. Both company 
and customers may be seriously affect- 
ed by the trend of economic conditions 
within the next year. In view of all the 
uncertainties, the Commsision believes 
that definite commitments should 
not be made at this time as to a precise 
date when the 10 for 1 plan should be 
terminated, but that it should be ter- 
minated at the earliest practicable date. 
If conditions warrant, termination 
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may be ordered at the conclusion of the 
1-year modified plan or shortly there- 
after. Jurisdiction will be retained 
and reports will be required so that 
the Commission will be able to act 
promptly in the event that conditions 
require any changes. 


Finding 


The Commission finds: 

1. That the proposed modification 
of the 10 for 1 plan is reasonable. 

2. That the rates as herein pre- 
scribed are reasonable. 


ORDER 


It is therefore ordered: 

1. That Wisconsin Electric Power 
Company be and is hereby authorized 
to make effective the following modifi- 
cations in its 10 for 1 plan. 

A. Eliminate application of the 10 
for 1 plan to all new customers coming 
on the system of the company after the 
date of this order. 

B. Discontinue the right of any 
present customer to participate fur- 
ther in the 10 for 1 plan if he fails to 
participate under the plan at least once 
in any period of six consecutive 
months beginning with the service 
used after the meter readings taken 


Residential Service 


Fixed Charge—per month .......00. pales 
Energy Charge: 

First 
Next 
Next 
Over 


50 kw. hr./mo. per kw. 
100 kw. hr./mo. per kw. 
200 kw. hr./mo. per kw. 


Rg-1! 
Gross 
65¢ 


50 kw. hr./mo. per kw. hr. ....... _ 


during the calendar month of July 
1944, 

C. Apply the minimum net rates per 
kilowatt hour for customers participat. 
ing under the 10 for 1 plan as follows: 

(a) A minimum average rate per 
kilowatt hour of 1.25 cents effective 
for service used after the first regular 
meter reading after the first of the 
month following the date of this order, 
and effective for a period of three 
months for each participating custom. 
er thereafter. 

(b) A minimum average rate of 1.5 
cents per kilowatt hour for each cus. 
tomer participating under the pian for 
the next three months’ period. 

(c) A minimum average rate of 
1.75 cents per kilowatt hour effective 
for each customer participating under 
the plan for the next three months’ 
period. 

(d) A minimum average rate of 2 
cents per kilowatt hour for each cus- 
tomer participating under the plan for 
the next three months’ period or until 
further order of the Commission. 

2. That Wisconsin Electric Power 
Company be and is hereby authorized 
to make effective for service rendered 
on and after the first meter reading 
dates following the date of this order 
the following rates: 


Rg-2 2 
Gross Net 
65¢ 60¢ 


3.70¢ = 3.50¢ 
2.70 2.50 
2.20 2.00 
1.95 1,75 


Rg-3 3 
Gross _ Net 
65¢ 60¢ 


Net 
60¢ 


3.00¢ 
2.25 
2.00 
1.75 


All other provisions to remain same as at present. 


1 Effective in Milwaukee Metropolitan Area. 


2 Effective i in cities of Racine, South Milwaukee, and Cudahy. 


8 Effective in remainder of territory. 
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Commercial Service Cg-14 Cg-2 5 Cg-3 ¢ 
Gross Net Gross Net Gross Net 
80¢ 75¢ 80¢ 75¢ 80¢ 75¢ 
Charge: 


250 kw. hr./mo. per kw. hr. ...0.. 3.25¢ 3.00¢ 3.75¢ 3.50¢ 4.00¢ 3.75¢ 
750 kw. hr./mo. per. kw. hr. ...... 3. 2.80 3.05 2.80 4 2.80 
1000 kw. hr./mo. per kw. h ‘ 255 2.80 2.55 ; 2.55 
Over 2000 kw. hr./mo. per kw : 2.40 2.65 2.49 : 2.40 
All other provisions to remain same as at present. 
4,5,6 Effective in same communities as 1+ 2 3 respectively. 
Rural—Schedule Fg—1 
iret, GO Kw. br. pee month, per ewe Ht. ..cedevs cccecksccdvsccecucevce 5.2¢ gross, 5.0¢ net 
Next 120 kw be pee mont ner bw. Nf. .<cesiecsceccscccccestsecseanes 2.7 gross, 2.5 net 
Over 200 ew. be. per month, pee Kw. Bis) 6% ie ciccscsicecesescwceecucns 2.2 gross, 2.0 net 
All other provisions same as present rate. 


3. That Wisconsin Electric Power 4. That jurisdiction be retained for 
Company shall file monthly reports such further order as the Commission 
showing the results of the operation deems proper. 
of the plan as modified. 
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Re Wisconsin Electric Power Company 


2-U-1977 
October 19, 1944 


PPLICATION for rehearing with respect to order approving 
d 7 modification of promotional rate plan; rehearing denied. 
For original decision, see ante, p. 242. 


Procedure, § 32 — Rehearing. 
1. No useful purpose would be served by granting an application for re- 
hearing when the matters set forth in the application have been fully con- 
sidered and, so far as they have any relevancy to the validity of the order 
to which objection is made, there is no request for opportunity to present 
any evidence in addition to that already before the Commission, p. 248. 


Discrimination, § 14 — Modification of rate plan. 

2. Modification of a promotional rate plan allowing additional consump- 
tion of electricity at reduced rates is not objectionable although a program 
for gradual termination of the plan may contain discriminatory features, 
when such new discrimination is purely theoretical and modification of the 
plan may be viewed as an attempt to cure an existing discrimination by the 
creation of a new one—modification tending to decrease rather than in- 
crease any unjust discrimination, p. 248. 


Discrimination, § 14 — Elimination — General rate question. 
3. An order providing for modification of a promotional rate plan in order 
to decrease discrimination is not open to objection on the ground that the 
order is made without a showing that the return of the utility under its 
entire rate schedule is either excessive or inadequate, p. 249. 
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Discrimination, § 241 — Evidence — Comparable rates — Return. 
4, Evidence as to comparable rates in other localities, or as to reasonable 
ness of return, would be irrelevant in a proceeding involving the questiogir 
whether a promotional rate plan should be modified in order to decreag 
and eventually eliminate discrimination, p. 249. 


Evidence, § 19 — Conferences between parties. 
5. Evidence as to what took place in conferences between representative 
of a utility and members of the Commission or its staff would be irre. 
vant and incompetent on an application for rehearing where an order ha 
been made wholly upon the basis of the evidence properly before the Com. 


mission, p. 249. 


By the Commission: On October 
14, 1944, the city of Milwaukee filed its 
application for rehearing with respect 
to the order in the above-entitled pro- 
ceeding approving a modification of the 
so-called 10 for 1 plan in the rate 
schedule of the Wisconsin Electric 
Power Company. 

Said order is alleged to be unrea- 
sonable and unlawful upon four sepa- 
rate grounds which may be indicated 
as follows: 

1, The order is discriminatory in 
that the benefits of the 10 for 1 plan 
will not be available to new customers. 

2. The order is discriminatory in 
that the benefits of said plan will not 
be available to customers who fail to 
participate thereunder for a period of 
six consecutive months. 

3. The order is unreasonable be- 
cause it gradually increases the mini- 
mum rates pursant to which the 
amount of benefit under such plan is 
arrived at, and thereby reduces such 
benefit. 

4. The order is unreasonable be- 
cause an established rate is set aside 
without a showing that the utility’s 
return is either inadequate or exces- 
sive. 

Applicant also requests that a re- 
hearing be granted so that the city may 
be permitted to produce evidence rela- 
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tive to the determination of reasonable 
rates for said Wisconsin Electric Pov. 
er Company, and relative to the sub. 
stance of conferences between repre. 
sentatives of the company and the 
Commission or its staff. 

[1] It does not appear from the ap- ' 
plication, as filed, that any useful pur- 
pose would be served by granting it. 
The matters therein set forth have 
been fully considered, and so far as 
they have any relevancy to the validity 
of the order to which objection is made 
there is no request for opportunity to 
present any evidence in addition to 
that already before the Commission. 

[2] It is true that under the modif- 
cation of the 10 for 1 plan, as ap 
proved, the benefits thereof will not be 
available to new customers of the util- 
ity. It is perhaps possible to view this 
modification of the plan as an attempt 
to cure an existing discrimination by 
the creation of a new one. This new 
discrimination, if it be thus created, 
is, however, purely theoretical. There 
is no real discrimination in such modi- 
fication, because the entire modifica- 
tion, as approved, is tentative and sub- 
ject to further modification or elimina- 
tion at the end of a year. 

We do not think the order is objec: 
tionable because of the provision re 
quiring participation therein at least 
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pce in a six months’ period. The es- 
ential justification originally urged 
n support of the 10 for 1 plan was that 
t would promote sustained increase in 
e consumption of the utility’s service. 
It was not designed to promote merely 
pecasional or accidental increases in 
ndividual consumptions. According- 
y, so far as the six months’ limitation 
pon the application of the plan is con- 
erned, we think it brings that plan 
ore into line with its essential pur- 
pose, and tends to decrease rather than 
increase any unjust discrimination in- 
herent therein. 

It is also true that the increase in 
he minimum of rates, upon which the 
amount of any individual participation 


“Bgunder the 10 for 1 plan is arrived at, 


ends to decrease the amount of such 
participation—in other words, such in- 
crease will result in an increase of 
charges over what they would have 
been if such minimum were left un- 
changed. To the extent of all such in- 
creases in charges the discrimination, 
as between participants and nonpar- 
ticipants in the 10 for 1 plan, is lessened 
by the amount of such increases. All 
such increases in charges to those fa- 
vored by the discrimination are more 
than offset by decreases in rates (and 
consequent decrease in charges) ap- 
plicable to the service to those who are 
discriminated against under the plan. 
Thus the increase of the minimum base 
rate, and corresponding decreases in 
tates to all classes of customers to 
whose service the 10 for 1 plan is ap- 
plicable, if continued long enough 
would automatically eliminate the plan 
and remove the discrimination inher- 
ent therein. It was considered wiser 
and more just to prospective partici- 
pants under the 10 for 1 plan to ap- 
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prove the proposal for the gradual but 
comparatively prompt elimination of 
such discrimination than to compel its 
abrupt termination, which, in view of 
the length of time that the plan has 
been in lawful operation would result 
in many injustices, even though an im- 
mediate termination might seem to be 
more logical. 

[3] It is also true that the order 
here involved operates to change the 
rates of the Wisconsin Electric 
Power Company without a show- 
ing that the return of this utility un- 
der its entire rate schedule is either ex- 
cessive or inadequate. The question 
before the Commission in this proceed- 
ing was not a question of whether the 
10 for 1 plan, and the rates or charges 
thereunder were unreasonable, but was 
solely a question of whether those 
rates, and corresponding charges, were 
unlawful as being unjustly discrimina- 
tory, and the best and most efficient 
method of removing such discrimina- 
tion if it was found to exist. Conse- 
quently, the Commission was not prop- 
erly concerned in this proceeding with 
whether the general level of this util- 
ity’s rates was too high or too low, or 
whether the utility’s return thereunder 
was either excessive or inadequate. 
For the purposes of this proceeding the 
Commission made no assumption that 
the level of this utility’s rates, or its 
return thereunder, was unreasonable, 
It merely saw to it that there should be 
no increase in return resulting from 
the removal of the unlawful discrim- 
ination in the 10 for 1 plan. 

[4, 5] It is for the reasons as just 
stated that the evidence which the ap- 
plicant requests opportunity to present 
—as to comparable rates in other local- 
ities, or the reasonableness of the 
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return of this utility under its 
presently filed rates—would be ir- 
relevant to any question which is be- 
fore the Commission in this proceed- 
ing. Evidence as to what took place 
in conferences between the representa- 
tives of the utility and the members of 
the Commission or its staff would be 
likewise irrelevant and we think in- 
competent as well. The order in this 
proceeding was made wholly upon the 
basis of the evidence properly before 
the Commission in this proceeding 
which is a matter of record herein. 
We think that record fully justifies 
that order; and inasmuch as all rele- 


vant matters in the application for re. 
hearing were fully presented to the 
Commission before making the order 
involved and opportunity to file briefs 
was afforded, we see no useful purpose 
that would be served by further hear. 


ing. 
ORDER 


It is therefore ordered: 

That the application of the city of 
Milwaukee for rehearing with respect 
to the matters determined by the order 
in this proceeding made under date of 
September 30, 1944, be and is hereby 
denied. 


Rates, 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


Re Rochester Gas & Electric Corporation 


Case No. 10,752 
October 17, 1944 


New 
with 
witho 


—— by electric company for authority to combine read- 
ings of two or more meters, measuring service of a single 
customer at a single location, under certain circumstances; ap- 


proval granted. See also (1944) 54 PUR(NS) 295. 


Rates, § 313 — Combined billing — Electric meters at single location. 
1. An electric company should be permitted to combine readings of two 
or more meters measuring the service to a single customer at a single lo- 4. 


cation when a single meter cannot correctly measure the total service ren- ity, o 
dered, as in the case of customers having ac and pc current, industrial § ray 
customers receiving 25-cycle current, and situations of overlapping voltages, P 
251. and 
p. : 
§ 313 — Combined billing — Electric meters at single location. i 
2. An electric company should be permitted to combine readings of two order 
or more meters measuring the service to a single customer at a single loca- j§ petiti 
tion when two or more service connections are necessary to provide service § thorit 
at the least expense to the company, as in cases where a separate servic 1, 
and meter cannot be installed because of War Board restrictions and cases § .. . 
where proper and modern equipment is not available at the time and sepa- ditior 
rate services and metering involve less expense to the company, p. 251. undes 
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Rates, § 313 — Combined billing — Electric meters at single location. 


3. An electric company should be permitted to combine readings of two or 
more meters measuring the service to a single customer at a single loca- 
tion when, in order to render proper and reliable service without undue 
interruption, more than one service connection is necessary and a meter 
or meters are connected with each service connection, as in the case of a 
large building served from both sides so as to avoid focal points where 
loads might become excessive, p. 251. 


APPEARANCES: Goodwin, Nixon, 
Hargrave, Middleton & Devans (by 
Earl L. Dey), Rochester, Attorneys 
for Rochester Gas and Electric Cor- 
poration; W. F. Adams, Assistant 
Electrical Engineer, Public Service 
Commission. 


BurRITT, Commissioner : The mem- 
orandum of the Commission in 


the general case was approved and 
the order adopted June 8, 1944, 54 
PUR(NS) 295, 306. With certain 
exceptions applicable in New York 


city and environs, the order provides 
generally that all service to a custom- 
er at a single location shall be rendered 
through a single meter. In view of the 
fact that conditions similar to those in 
New York city were known to exist 
with certain upstate companies, but 
without knowing exactly which com- 
panies or where these conditions were 
to be found, it was further provided 
in Order Clause 4, 

“4. That if a corporation, municipal- 
ity, or interested consumer, is of the 
opinion that combined meter reading 
and billing should be permitted under 
any or all the conditions specified in 
order clause 3 hereof, such party may 
petition the Commission for such au- 
thority or order.” 

Order Clause 3 set forth eight con- 
ditions or circumstances (a) to (h) 
under which the readings of two or 
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more meters measuring the service of 
a single customer at a single location 
may be combined and the customer 
billed for such total use. Accordingly, 
on August 29th, the Rochester Gas 
and Electric Corporation filed a peti- 
tion (letter), as follows: 

“This company accepts and will 
obey the terms and conditions of the 
order of the Commission in the above- 
entitled proceeding dated June 8, 1944, 
and as amended July 12, 1944, and in 
accordance with Clause 4 of such or- 
der hereby petitions the Commission 
for authority to combine the readings 
of two or more meters measuring the 
service of a single customer at a single 
location as directed on the attached 
proposed filing.” 

The company’s witness, Robert E. 
Ginna, assistant to the president, stated 
that it has been the policy of the com- 
pany for many years to have but one 
service and one meter, but cited cer- 
tain exceptions where the premises of 
customers were served with more than 
one service which the company now 
has, and which it asks that it be per- 
mitted to continue. Otherwise the 
company has no multiple metering and 
billing. 

[1-3] The attached proposed filing 
is a first revision of the company’s 
Original Leaf No. 12, to P.S.C. No. 8. 
Otherwise than proposed (paragraph 
8C.), Leaf 12 is unchanged. This 
leaf (8C.) provides as follows: 
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“8C. Subject to the following con- 
ditions or circumstances, the readings 
of two or more meters measuring the 
service to a single customer at a single 
location may be combined : 

(a) When the use of more than one 
meter is required by municipal ordi- 
nance. 

(b) When a single meter cannot 
correctly measure the total service 
rendered. 

(c) When two or more service con- 
nections are necessary to provide serv- 
ice at the least expense to the com- 
pany. 

(d) When in order to render prop- 
er and reliable service without undue 
interruptions, more than one service 
connection is necessary and a meter 
or meters are connected with each serv- 
ice connection.” 


The proposed condition 8C(a) is 


the exact wording of the Commission’s 
order Clause 3(b). The witness cited 
Art 7, § 612, of the Building Code 
of the city of Rochester, which pro- 
vides that for reasons of public safety 
separate services may be required by 
the city superintendent of buildings. 
However, cross-examination brought 
out that no such requirement had ever 
been made by the city. The witness 
stated that the city was now working 
on a revision of the building code. 
After discussion the company agreed 
to eliminate this provision as unneces- 
sary under present conditions. 
Proposed paragraph 8C(b) is the 
same as Clause 3(c) in the Commis- 
sion’s order and relates principally to 
ac and pc in the central downtown 
area in Rochester. According to the 
witness, although several hundred cus- 
tomers are furnished with direct cur- 
rent service, billing is combined for less 
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than sixty customers, the others being 
both metered and billed Separately, 
The company has been eliminating 
direct current service, but this was 
interrupted by the war. It is expected 
that the curtailment of direct current 
service will be resumed after the war, 
The number also includes a few in. 
dustrial customers who receive 25. 
cycle current, and a few situations of 
overlapping voltages, where services 
having different characteristics cannot 
be accurately measured through one 
meter. The question was raised as to 
why ordering clause 3(h) was not 
used under these conditions. The wit- 
ness thought that 3(b) was more ap- 
propriate. 

The proposed 8C(c) is identical 
with Clause 3(f) in the Commission's 
order, except that the word “‘company” 
is used instead of the word “utility.” 
The company claims this provision is 
necessary to cover situations where 
the customer insists upon combined 
billing, but where, in the opinion of 
company district engineers, unneces- 
sary expense to the company would be 
avoided by the use of more than one 
service and meter. An illustration was 
cited where the army built a supple 
mental plant and requested that sepa- 
rate service and meter be installed. 
which was made impossible by WPB 
restrictions. Two service connections 
and meters were therefore combined 
for billing purposes. Another illustra- 
tion cited was at a theater, where ait- 
conditioning equipment is on a sepa 
rate service and meter, but combined 
for billing purposes because proper and 
modern equipment was not available 
at the time and separate services and 
metering involved less expense to the 
company under the circumstances. 
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The witness estimated that cases of 
this sort do not number more than a 
half dozen, and that most of these are 
of a temporary nature and in connec- 
tion with or affected by the war effort. 

The proposed paragraph 8C(d) 
is identical with Clause 3(g) of the 
Commission’s order. The witness as- 
serted that this provision is necessary 
to avoid unnecessary hazards such as 
the failure of one cable resulting in a 
severe burning of other cables, and 
otherwise to avoid unnecessary inter- 
ruptions of service. He illustrated the 
need for the provision by the case of a 
iarge department store occupying an 
entire block that is served from both 
sides so as to avoid focal points where 
loads might become excessive, and to 
preserve the balance of the ac net 
work system which is being built up 
with the continuing reduction of Dc 
service. In this illustration the two 
services are brought to one meter by 
the customer, and strictly speaking do 
not fall under (d). There are about 
thirty such instances in Rochester, ac- 
cording to the witness. He claimed 
that it is difficult to draw the line be- 
tween 3(f)—least expense to the com- 
pany—and 3(g)—proper and reliable 
service, and that in some instances 
both paragraphs are involved. 

The witness claimed that there is 
overlapping between Commission’s 
tules 3(a) to 3(h); for example, be- 
tween 3(c) and 3(f), between 3(c) 
and 3(h), and between 3(f) and 3(g), 
and that particular cases might fall 
under more than one condition and 


circumstance. The company has se- 
lected conditions 3(c), 3(f), and 3 
(g), aS covering existing conditions 
in its territory which require excep- 
tions, and agrees that paragraph 3(b) 
is unnecessary at this time. 


Conclusion and Recommendations 


The Rochester Gas and Electric 
Corporation has long followed the 
policy of one service and one meter 
and expects to continue to do so. The 
60 to 70 exceptions to this policy 
which now exist, which the company 
asks permission to file tariffs to con- 
tinue, are said to be made necessary 
principally by pc furnished to the cen- 
tral downtown area and, to a less ex- 
tent, by conditions brought about by 
the war effort. After the war, and 
with ‘the resumption of work to 
eliminate the remaining direct current, 
many of these exceptions may be ex- 
pected to disappear. In the meantime 
the conditions under which these ex- 
ceptions will be made by the company 
should be fully stated in its filed tariff. 
The inclusion therein of conditions 
and circumstances (c), (f), and (g) 
as set forth in Order Clause 3 of the 
Commission’s order of June 8, 1944, 
54 PUR(NS) 295, is proper and 
should be approved. 

It is recommended that if the com- 
pany files these clauses (reprinted and 
omitting 3(b) as its First Revised 
Leaf #£12), that it be permitted to be- 
come effective, and that this proceed- 
ing be closed. 
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PENNSYLVANIA SUPREME COURT 


Philadelphia ‘Transportation Company 


Pennsylvania Pulilic Utility 
Commission et al. 


— Pa —, 39 A(2d) 372 
September 27, 1944 


PPEALS from judgment of superior court modifying Commis- 
d \ sion rulings in rate proceeding and allowing higher earn- 
ings to transportation company; appeals refused. 


Appeal and review, § 22 — Right to appeal — Moot case -- Changed condition. 
Appeals should be refused from a judgment against a rate order, based on 
a holding that the Commission had valued property inadequately and that 
the valuation and rate of earnings should be raised, where, because of in- 
creased earnings, the utility company is maintaining existing rates in effect 


and does not seek an increase. 


= & 


Stearne, 


and Linn, 
and 


Before Maxey, 
Stern, Patterson, 
Hughes, JJ. 


APPEARANCES: Frederic L. Bal- 
lard and Allen Hunter White, both of 
Philadelphia, John C. Phillips, of 
Wilkes-Barre, and Ballard, Spahr, 
Andrews & Ingersoll, of Philadelphia, 
for Philadelphia Transp. Co.; Samuel 
Graff Miller, Harold A. Scragg, and 
Frederick L. Kiger, all of Harrisburg, 
for Pennsylvania Public Utility Com- 
mission; Frank F. Truscott, City So- 
licitor, and G. Coe Farrier, Assistant 
City Solicitor, both of Philadelphia, for 
city of Philadelphia, intervenor, 
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Per CurtaM: On July 31, 1941, 
the Philadelphia Transportation Com- 
pany filed tariffs increasing rates. The 
city of Philadelphia filed objections to 
the tariffs. The Commission suspend- 
ed the tariffs and proceeded to in- 
quire whether the proposed rates were 
just and reasonable. It concluded that 
the existing rates were just and rea- 
sonable and should remain in effect. 
The Transportation Company ap- 
pealed to the superior court. That 
court holding on April 18, 1944, 155 
Pa Super Ct 9, 55 PUR(NS) 473, 37 
A(2d) 138, that the Commission had 
valued the company’s property inade- 
quately, raised the valuation and also 
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the rate of earnings allowable thereon. 
The city and the Commission now 
complain of this action. There has 
been no change in the rates which the 
Commission found to be reasonable. 

We understand from the Commis- 
sion’s petition that the transportation 
company’s earnings have so increased 
during and since the period of the 
proceeding before the Commission 
that the company, after that increase 
became manifest, did not seek an in- 
crease in its rates. 


With the existing rates remaining 
in effect, it is of no legal consequence 
in this proceeding, that the Commis- 
sion and the learned court differed in 
their valuations or in the permissible 
rate of earnings thereon. No useful 
purpose can be served by allowing the 
appeal for the discussion of these sub- 
jects. If in the future, increased rates 
are proposed, such matters may be- 
come relevant ; a review now would be 
merely academic, 


Appeals refused. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Philadelphia, Newtown & New York 
Railroad Company et al. 


Public Utility Municipal Contract 1000 
November 20, 1944 


ROCEEDING to investigate agreements between railroads and 
2 municipality relating to construction of sanitary sewer pipe 
and storm water conduit under and across tracks and right of 

way; proceeding dismissed. 


Procedure, § 10 — Dismissal of investigation — Defective notice. 


Adverse proceedings instituted by the Commission to determine the rea- 
sonableness, legality, or any other matter affecting the validity of an agree- 


ment between railroads and a city granting the right to the city to construct 
and maintain pipes across tracks and right of way, should be dismissed when 
it appears that the railroad companies were not served with proper notice 
of the adverse proceedings until the work contemplated by the agreement 
had been completed. 


(BucHANAN, Commissioner, dissents.) 
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By the Commission: On or about 
July 14, 1942, an agreement dated 
May 15, 1942 between the Philadel- 
phia, Newtown and New York Rail- 
road Company, Reading Company, 
and the city of Philadelphia, was filed 
with the Commission by the city in 
accordance with the provisions of 
§ 911 of the Public Utility Law. The 
agreement was docketed at P.U.M.C. 
1000. By action taken on August 4, 
1942, we instituted adverse proceed- 
ings against the Philadelphia, New- 
town and New York Railroad Com- 
pany, Reading Company, and the city 
of Philadelphia, parties to said agree- 
ment, to determine the reasonableness, 
legality, or any other matter affecting 
the validity thereof. 

Information on hand indicates that 
the railroad companies were not 


served with proper notice of the ad- 


verse proceedings until the work con- 
templated by the agreement had been 
completed. Not having been notified 
of the institution of such proceedings, 


the railroad companies concluded, and — 


justifiably so, that the contract cov- 
ering the installation and occupancy 
upon its property of a certain sewer 
pipe and water conduits had become 
valid as a matter of law. Under these 


circumstances, we think it proper to 
dismiss the adverse proceedings insti- 
tuted by us at P.U.M.C. 1000; there- 
fore, 

Now, to wit, November 20, 1944, 
it is ordered: That the adverse pro- 
ceedings instituted against the Phila- 
delphia, Newtown and New York 
Railroad Company, Reading Com- 
pany, and the city of Philadelphia to 
determine the reasonableness, legality, 
or any other matter affecting the va- 
lidity of the agreement, dated May 15, 
1942, between said parties and dock- 
eted at P.U.M.C. 1000 be and are 
hereby dismissed. 

BUCHANAN, Commissioner, dis- 
senting: The majority has elected to 
relieve the railroads of the burden of 
our procedural defects and the negli- 
gence and carelessness of the city of 
Philadelphia. I disagree that the rail- 
roads should be relieved of this bur- 
den, if the public interest will suffer 
in consequence thereof. 

Since our original judgment as to 
what is best in the public interest is 
to be completely abandoned without 
hearing under the action of the ma- 
jority, I disagree with the course of 
action which they have taken and dis- 
sent therefrom. 
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Industrial Progress 


Selected information about products, 


supplies and 


services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


V-Belt Drive Catalog Ready 


COMPLETE V-belt drive catalog—with all 

of the required information to make cor- 
rect drive selections reduced to handy charts, 
tables, and drawings—has just been released 
by the Allis-Chalmers Manufacturing Com- 
pany 

Newest V-belt drive product covered in this 
Texrope drive engineering summary is the 
company’s new “Magic-Grip” sheave, designed 
for fast, easy mounting and dismounting. A 
quick-picture story of the sheave and complete 
facts for applying are offered. 

Another section covers the Texrope “Econo- 
graph” method of drive selections, now wide- 
ly used where drive designing is frequently 
necessary. Most important considerations in 
the design of any V-belt drive—driving sheave 
diameter and belt size—are readily arrived at 
with the aid of the Econograph. 

List prices, stock sizes, dimensions, and con- 
struction details are included for all Texrope 
drives. Additional descriptions cover the ap- 
plication of Texrope vari-pitch sheaves and 
drives and the vari-pitch speed-changer. 

The new catalog, B6051E, may be obtained 
from the Allis-Chalmers Manufacturing Com- 
pany, Milwaukee 1, Wisconsin. 


Emark Promotion Announced 


pciomersal F. Morris, vice president and 
manager of the Emark division of Thomas 
A. Edison, Inc., announces the appointment of 
A. A. (“Jack”) Manchester as assistant di- 
vision manager of the Emark division plant 
No. 1 at Kearny, New Jersey. 

Mr. Manchester will continue to be in charge 
of sales, in which capacity he has served for 
several years. He has been with Thomas A. 
Edison, Inc., for approximately twenty-five 
years. 


Harco Catalog Available 


H* STEEL CONSTRUCTION COMPANY an- 
nounces the publication of a new Harco 
catalog which describes nine different types of 
masts and towers from 20-to 500-feet high— 


“MASTER*LIGHTS" 
© Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 
CARPENTER MFG. CO. 


197 Sidney St., Cam 
MASTER*LICHT"MARERS™ 








the shortest of which can be erected by one 
man in fifteen minutes. Mobile and portable 
units are illustrated as well as permanent in- 
stallations. Featured i is the exceptionally rigid 
“Bantam King,” which lends itself to radar 
and to such applications as may require 500 or 
more pounds of top loading on an 8 x 4 ft, 
platform. Guyed and self-supporting, square, 
triangular, and tapered towers are described in 
this illustrated catalog which can be obtained 
by writing to the Harco Steel Construction 
Company, Inc., 1180 East Broad street, Eliza- 
beth 4, New Jersey. 


G-E Appliance Distribution 
C R. PrircHArb, general sales manager of 
e the appliance and merchandise depart- 
ment of General Electric, announces the com- 
pletion of the department’s postwar distributing 
organization for major appliances. 
The department will have about 60 whole- 
sale distributing outlets for G-E refrigerators, 
ranges, water heaters, home laundry equip- 
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Because you get maximum sulphur removal 
pound of oxide. Lavino Activated Oxide 
made especially for maximum activity 
capacity, maximum trace removal and 
resistance. Comparing cost, performance 
savings, we believe Lavino Activated Oxide 
no close rival. 


For more information about its remar 
record, just write a note on your letterhead 


E. J. LAVINO AND COMPAR 
1528 Walnut St., Philadelphia 2,? 








FEB. 15, 1945 
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ne e LAN NOW FOR 1945 WITH 
MERCOID CONTROLS 


MERCOID HAS WHAT EXPERIENCED 
ENGINEERS WANT IN AN AUTOMATIC CONTROL 


1. Designed for positive safety—the prime purpose of a control. 


2. Built for years of dependable performance—a very desirable 
feature. 


3. Simplified for ease of installation—appreciated by the trade. 


4. Convenient facilities for making understandable adjust- 
ments—no time lost in calculating or guesswork. 


5. The only 100% Mercury Switch Equipped Control Line— 
which means that all “makes’’ “and breaks” in the electrical circuit are 
hermetically sealed, therefore immune to dust, dirt, corrosion, open arcing, 
pitting, or sticking of contacts—all common causes of contact trouble. 
Mercoid Switches provide an electrical contact that will give millions of 
perfect operations. 


The above facts merit your 
consideration. For detailed 
information see Mercoid 


catalog No. 600. 


THE MERCOID CORPORATION, 4219 BELMONT AVENUE, CHICAGO 41, ILL. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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ment, dishwasher, sinks, and kitchen cabinets. 
These distributors, operating in assigned trad- 
ing areas, will maintain sales organizations and 
local warehouse stocks at over 125 points, and 
will be prepared to serve the retail dealers in 
every city and town in the United States, 
Hawaii, and Alaska. 

Better than 50 per cent of the distributing 
outlets will be independent wholesalers, many 
of whom have been with G-E since the General 
Electric refrigerator was first introduced in 
1927. While there have been some divisions of 
large territories and appointments in smaller 
markets, G-E will have about the same num- 
ber of independent distributors as it had before 
the war. 

General Electric will operate its own whole- 
sale distributing branches in nine major mar- 
kets. Seven of them, located in New York, 
Newark, Cincinnati, St. Louis, Pittsburgh, Los 
Angeles, and Philadelphia are new. They were 
added to the two branches which General Elec- 
tric operated before the war. 


Named to R&IE Board 


E. HEBERLEIN, chief engineer of Railway 

* and Industrial Engineering Company, 

Greensburg, Pennsylvania, since 1941, was 

elected to the company’s board of directors at 

the last regular meeting, according to a recent 
announcement. 

Mr. Heberlein had been previously employed 
by the Westinghouse Company for fifteen years 
as development engineer and manager of 
switchgear devices sales. He is affiliated with 
American Institute of Electrical Engineers 
and the American Metals Society. 


Lighting Exposition Postponed 


| gran ee of the International Lighting 
Exposition scheduled for Chicago on April 
19th through 23rd until next year was an- 
nounced by S. R. Naysmith, chairman of the 
industrial and commercial lighting equipment 
section of the National Electrical Manufac- 
turers Association. This action resulted from 
the desire of the association to codperate fully 
with the expressed desire of the government to 
reduce travel resulting from conventions and 
expositions. 


Another Cargo Ship Launched 


iow M.S. Square Knot, the eighth of a 
series of new-design, long-range cargo 
ships to be built by Consolidated Steel Cor- 
poration, went into the water in a sideways 
launching at Consolidated’s Long Beach ship- 
yard. The M.S. Square Knot, together with a 





1 
DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











ed 


large fleet of her sister ships to be constructed 
by Consolidated, will be used by the Army and 
Navy for carrying supplies. 

The launching of the M.S. Square Knot 
brings to 1,184 the number of vessels launched 
by Consolidated Steel Corporation from all of 
its six operations, 


Sylvania Announces New 
Fluorescent Lamps 


ig fluorescent lamps providing instant 
starting, higher efficiencies, and simpli- 
fied installation and‘maintenance are announced 
by Sylvania Electric Products Inc. of Salem, 
Mass. They will be supplied in smaller diam- 
eters and new standard lengths up to 96 in. 


bruar 
—— 





Operating without starters these lamps, 
designated as LS types, may also be operated 
in series on a single ballast at 100 or 200 milli- 
amperes or at other currents within this range 
to provide high lighting levels or lower i intensi- 
ties for many industrial and commercial in- 
stallations, including hallways, showcases, and 
railway cars. 

The elimination of starters simplifies mainte- 
nance. Life of Type LS fluorescent lamps at 
200-milliampere operation is expected to be 
comparable to that of 40-watt standard fluores- 
cent lamps. Definite ratings will be published 
as soon as life testing is conclusive. Their effi- 
ciency, as high as 65 lumens per watt, is con- 
siderably higher than previous types, accord- 
ing to the manufacturer. 

Also announced by Sylvania is a new 13-watt 





XTERM SEINE 





DAVEY TREE TRIMMING SERVICE 





1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


DAVEY 


TREE TRIMMING 
FOR 


LInE CLEARANCE 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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3-watt 
Save to Win . it | . ° | 
with these four simple rules - «2 IS a Vita princip € 
ICE ; : 
of battery care: : lj . | 
of utility operation 
Keep adding approved water at 
1 regular intervals. Most local water 
Se ee ee ee Conservation of materials is no new story 
9 Keep the top of the battery and to the men who operate public utilities. 
battery container clean and dry at : : J 
all times. This will assure maximum With thrift and efficiency they have always 
protection of the inner parts. ‘ 
planned for conservation. 
3 Keep the battery fully charged— 
but avoid excessive over-charge. > 5 s 
A storage battery will last longer They ve squeezed the last secret of — 
when charged at its proper voltage. out of materials and equipment in their 
4 Record water additions, voltage, care .. . and today, that need is intensified. 
and gravity readings. Don't trust 
your memory. Write down a com- ame o 
plete recend Gf gene Ueitery’s: lle One helpful principle to follow is that of 
G history. Compare readings. “Buy to Last—Save to Win.” Buy quality 
If you wish more detailed information, or products and equipment, then care for it to 
have a special battery maintenance prob- P % 
CE lam, dent helieie’ ts: elle: te Mitte. avoid needless replacement. That conserves 
e want you to get the long-life built s in factories. 
into every Exide Battery. Ask for booklet raw materials, labor, and Space 
Re is, Form 3225. It frees these productive elements for essen- 
ervice t P 
> tial war production. 
4 OHIO EX 10e meine yore 
THE ELECTRIC STORAGE BATTERY CO. 
CHLORIDE Philadelphia 
Pp 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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INDUSTRIAL PROGRESS—( Continued) 





Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


. 
Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION | 


CONDUCTOR FITITInGs 





miniature lamp, in white or daylight, 21 ip 
long and 8 in. in diameter. Approximate initia! 
lumens are 580 for the white and 490 for the 
daylight. This lamp is of the conventional two. 
prong, starter type but will require a new bal, 
last for its operation. 


Minerallac Offers Literature 


5 ae literature and ‘prices have just beer 
released by the Minerallac Electric Com 
pany of Chicago on steel hangers for cable 
conduit and messenger uses, jiffy steel clips 
(pipe-clamp), steel straps for messenger cable 
services on outlet boxes, porcelain insulating 
bushings and cable-pulling, and insulating com 
pounds. This company also manufactures thd 
well-known “volt-telling” statiscope for war 
ing workers by indicating potential in any elec 
trical field. The literature is fully illustrati 
and shows dimension charts for easy ordering 
Inquiries for immediate attention are invited 
Write Minerallac Electric Company, 25 Nort 
Peoria street, Chicago 7, Illinois. 


Okonite Appointments 
A L. McNEILL, has been appointed man 
e ager, Chicago district, of The Okonit 
Company and will direct the company’s in 
sulated wire and cable sales in the Middl 
Western territory extending from Ohio t 
the Rocky ‘Mountains. 

The company also announces E. H. Me 
Neill, formerly manager of the power anf 
light department has been appointed assistan 
manager, Chicago district, and Harry J) 
Pierce has been made office sales manager 


Presents “Know-How” Booklet 
get for distribution to engineers, design 
ers, and manufacturers is a new bookle 
“Lear Know-How,” which gives a careful ani 
complete story of Lear equipment in its pres 
ent and potential uses. Copies of this bookle 
printed throughout in colors, can be obtaine' 
from Lear, Incorporated, Piqua, Ohio. 

The booklet illustrates practical application 
of Lear equipment. Included in the bookle 
are examples of problems solved by means 0 
Lear linear and rotary actuators, power units 
flexible shafting, automatic and remote con 
trol and positioning, the Lear “Fastop” clutch 
screw jacks, and precision gears. Lear's pa 
in pioneering automobile and aircraft radio | 
also covered, with a promise of what this wi 
mean in the Lear aircraft and home radi 
of the future. 


Added to Dresser Industries 


TOCKHOLDERS of Kobe, Inc., Huntingty 
Park, California, approved at a speci 
meeting the transfer of the assets and busi 
ness of the company to Dresser Industrie 
Inc., Cleveland, Ohio, for 34,594 total shar 
of Dresser stock. Dresser directors had pr 
viously agreed to this transaction. 
With the addition of Kobe, the Dress¢ 
companies on the West Coast will total thre 
Kobe, Inc., is a manufacturer of hydraul 
oilwell pumping systems. 
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KEEPS TRUCKS 


OUT OF THE SHOP 
AND 


ON THE ROAD 








TERNATIONAL Truck Service 


Heads Off Trouble 


.* TRUCK TROUBLE? Want to save 
J time and money and get the last 
possible pay-ounce out of your 
trucksP Then use _ International 
Truck Service. Furnished by Inter- 
national Truck Branches, the na- 
tion’s largest company-owned truck 
service organization, and the service 
men who work for more than 5,000 
‘International Truck Dealers. 
International Truck Branches are 
truck bases, stocked with parts, and 
equipped with special inspection 
tools and repair and reconditioning 
machines. They are staffed by serv- 
ice men wise in the know-how of 
finding and fixing hidden snags that 
can cost you time and money later. 
International Truck Service keeps 
trucks where they should be, on the 
road, delivering loads on time and 
at a profit. It finds and corrects little 


troubles before they become big 
ones. It uses genuine International 
parts, which wear better and fit bet- 
ter because they are just like the 
originals, 

Save yourself grief, time and 
money by going now to an Interna- 
tional Truck dealer or branch and 
arranging the kind of service that 
keeps trucks on the job. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Ave. Chicago 1, Illinois 





NEW TRUCKS 


The government has authorized the 
manufacture of a limited quantity of 
trucks for essential civilian hauling. In- 
ternational is building them in medium- 
duty and heavy-duty sizes. See your In- 
ternational Dealer or Branch for valu- 
able help in making out application. 











NTERNATIONAL Zaucks 
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Tl 
othe 
valu 


for a 


MODERN 
METER 
SHOP 


@ Layout Plan of Meter Testing and Re- 
pair Shop, Sioux Falls Water Depart- 
ment, Sioux Falls, So. Dakota. Nore 
location of hydraulic lifts. 


An ee A GOOD meter repair man 

Ingenious Method © will do better work when he 
of Handling has good tools and a well planned place 
Large Meters in which to work. 


Og toe eke teeta That is why your post-war planning , 
| Cua. auieide the d60i takes should include your meter shop. The 
___ heavy meters off, or lifts them proper arrangement of the necessary work 
c Scone tig beg nate benches, parts-bins, testing bench, etc. will 
, enable the meter man to do a better job. 
An efficient meter shop need not be elab- 
orate nor expensive ... but remember 
that it is the heart of the metering end of 
your water system; and it will pay you to 


plan it carefully. 





Your Trident representative has broad 
experience with modern meter shop prac- 

















° e ; m 7 Des 
tice in his territory, and will be glad to Op 
help you. Ins 

Fes 
NEPTUNE METER. COMPANY. ¢ 50 West 50th Street ¢ New York 20, N. Y. 
Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE., 
DENVER. DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters. Ltd., Long Branch, Ont., Canada 
—— 
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PROFESSIONAL DIRECTORY 


* This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » » 





THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








oranex FOC, Bacon « Davis, nc. ware cases 


CONSTRUCTION APPRAISALS 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


ENGINEERS SPECIALISTS 
Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting, 


Designs and Construction, Rates, Research, Reports, 
Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. ; Original Cost Accounting, 
Feed Water Treatment, Washington New York Accident Prevention, 








Serving Utilities and Industrials 








FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals ' Valuations 
NEW YORK 


Knoxville San Francisco Houston 











(Professional. Directory Continued on Next Page) 





Public Utilities Fortnightly February 15, 19 





PROFESSIONAL DIRECTORY 
(continued) 





LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


37 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 


Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 














STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 
BOSTON «© NEWYORK e CHICAGO ee HOUSTON «¢ PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 
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PROFESSIONAL DIRECTORY 
(concluded) 









80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 





al 





ALBRIGHT & FRIEL, INC. 


Consulting Engineers 


Water, Sewage and Industrial Waste Problems 

Airfields, Refuse Incinerators & Power Plants 

Industrial Buildings 
Reports 
Laboratory 


City Planning Valuations 


1520 Locust Street Philadelphia 2 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - 
. in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


Reports 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of coa- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., Cuicaco 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO. 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELECcTRIC Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN Sr. CHICAGO 








W. C. GILMAN & COMPANY 
ENGINEERS 


and 


FINANCIAL CONSULTANTS 


55 Liberty Street New York 














J. W. WOPAT 


Consulting Engineer 


Construction—Supervision 
Appraisals—Financial 
Rate Investigations 
1850 McCormick Bldg., South Michigan Ave. 
Chicago, Illinois 
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Quiz QUESTION: 


What is Addressograph? 








 Addressograph is a business system for 
writing payroll information, We have 
used it for several years.” 


“We 


use Addressograph iu our factory 


office for speedily writing production 
forms. I think it’s a production control 
system.” 


“I would define Addressograph as a 


system whic 


h puts information to be 


written more than once on metal plates 
so that it can be reproduced quickly 
and with 100% accuracy.” 


“I think Addressograph is equipment 
for addressing envelopes, magazines, 
and other mail.” 


" Addressograph is a method for writing 
Job tickets, parts identification, etc. At 
least that’s what we use it for in our 


plant.” 





sre is the Correct Answer: 


ery one of these answers is right! As far as it goes. 
ctually, Addressograph simplified business meth- 
Us save time, Cut costs, and guarantee accuracy 
herever paperwork is done. Addressograph fits 
self into small business and large, into every de- 
Artment—takes over the complete job of writing 
ything which must be written more than once. 


Address 


Why not start a treasure hunt in your business— 
search out ways to improve efficiency in office and 
factory? Our Research and Methods Department will 
help you, show you how Addressograph simplified 
business methods are cutting corners for others in 
your industry. Telephone our local agency or write 
Addressograph-Multigraph Corp., Cleveland 17, O. 


essograph 


SIMPLIFIED BUSINESS METHODS 


Addreseograph and Multizraph are Registered Trade Marks of Addressogxraph-Mulugraph Corporation 

















SAVE manpower 


MAINTENANCE, SPACE 
AND ORIGINAL COST 





Model 105 Auto-Air on standard 114-ton. truck illustrae 


f I i N i i Davey Heavy-Duty Truck 


Power Take-Off in the truck-drive shaft-eliminates separate compressor engine, 
drives Davey Ait-Cooled Compressor from the truck engine providing extra 
truck space for men, material and equipment. Davey Air-Cooled Compressors and 
H. D. Truck Power Take-Offs are engineered for the highest operating effi- 
ciency. Davey originated truck-driven Auto-Air, Compressors and has ‘more of 
these units in service than all other manufacturers combined. Davey ‘alone offers 
» Auto-Air Combinations . . . Compressor and. Power Take-Offs . ... Guaranteed 


as a unit. 
Davey Auto-Air is available in 60, 105, 160, 
210 and 315 cubic: feet-capacities, In addition 
to standard Auto-Air Compressors, Davey 
offers: Compressor-Welder Combinations for 
mounting on the same truck, driven by the . 


AVEY truck engine through the Davey. Heavy-Duty 
Power Take-Off. 


Co yy, foe II07 Co. Write For Complete Dayey Catalog E-172. 


: Davey Compressor Co., builds a complete lire 

KENT OHIO of Portable and Stationary Compressors, Heav.- 
Duty Truck Power Take-Offs and Pneumat:: 

ee A. iE Roe 1 oN Saws. ee 
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